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QE million dollars daily is being spent by 

industry in planning and developing its 
postwar products, according to Maurice Hol- 
land, a founder of the Industrial Research 
Institute. In 2,300 industrial research lab- 
oratories, scientists and engineers are discov- 
ering new materials and new uses for old 
materials which bid fair to have a far-reach- 
ing influence on our peacetime economy. 
Added to these after V-Day will be more 
than 60 new laboratories, now in the blue- 
print stage. 

A fascinating picture of what is brewing 
in the research laboratories is presented by 
Martin Jenter in an abstract on page 21 
(The Impact of Raw Material Changes). 
Mr. Jenter cites 12 wartime changes in the 
use of materials which will open up new op- 
portunities for manufacturers and ¢all for 
revised sales techniques. He describes the 
valuable new uses that have been found for 
substitute materials, and shows how these may 
be carried over into pegcetime production. 
A vivid preview of the postwar world emerges 
from his descriptions of glass fabrics, trans- 
parent plastic plumbing, cubical glass con- 
tainers, bubble-glass insulation, etc. 

As one raw material replaces another, the 
old material will retaliate by invading other 
fields. Thus a continuous cycle of substitu- 
tions will occur which should benefit all 
concerned. According to Mr. Jenter, this 
merry-go-round of materials changes will re- 
duce costs, improve product efficiency, and 
heighten sales appeal. 
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which it is hoped may prove interesting and informative, but the Association does not stand sponsor for views 
expressed by authors in articles issued in or as its publications. 
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General Management 


Neéd We Repeat 1920’s Spree? 


HILE the frenzy of Armistice 
Ws 1918, was at its wildest, 
a Dollar-a-Year Man sat in his 
temporary government office pushing 
a few private papers into a briefcase. 
“This is goodbye,” he told his sec- 
retary as he reached for his hat. “I’m 
all through here. Now I go back to 
my regular job.” 

In other offices, other Dollar-a-Year 
Men were doing the same thing, or 
would do it in a day or so. The 
war was won. The “good old days” 
would soon be back and business would 
be occupied for years in making the 
things that civilians were itching to 
buy. 

Or so it seemed at the time. 

By November 16, 1918, headlines in 
the Commercial and Financial Chron- 
icle revealed that the last vestiges: of 
wartime restrictions were rapidly being 
removed: 

WHEAT ee cae RE- 


MOVED BY U. S. FOOD ADMINIS- 
TRATION 


LIGHTLESS NIGHT_RESTRIC- 
TIONS PARTIALLY REMOVED 


MODIFICATION OF RESTRICTION 
ON NON-WAR PRODUCTS AND 
BUILDING 


REMOVAL OF RESTRICTIONS 
UPON HIGHWAY IMPROVEMENT 


In that jubilant month no one, 
apparently, had a premonition that 
American business was rushing toward | 
one of its wildest sprees—and one of 
the shortest booms on record. 

There was, in early 1919, a tempo- 
rary period of uncertainty. Then every- 
thing went through the roof. Writing 
in Nation’s Business for May, 1920, 
Fred C. Kelly reported “stockings at 
$250 a pair; fur coats at $30,000; 
cotton dress in one store $90 (cost $10 
to make); handkerchiefs at $85 a 
dozen.” 

By July it was all over and Nation’s 
Business was again reporting: “A 
wave of price cutting swept the country 
in late May and early June. Prices 
are going down, people haven’t been 
buying, and retailers have large stocks 
on hand.” 

Before buyers’ purses loosened up, 
cotton prices dropped 73 per cent; 
wheat, 65 per cent; petroleum products, 
60 per cent. Factory payrolls shrank 
by 44 per cent. Soon business was in 
a state of collapse. 

Whether we are to repeat that ex- 
perience depends primarily on how fast 
we reconvert. It also depends, to a 
large extent, on the decisions that 
thousands of business men and millions 
of individual workers must make. Un- 
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fortunately, predictions cannot be left 
to the economists. Every business 
man has to guess the actions of his 
market and outguess, if possible; his 
competitors. In 1920-21 a lot of people 
guessed wrong. 

A pertinent question now is whether 
those wrong guesses of 1920-21 would 
still be wrong guesses if made after 
the end of the present war. As a par- 
tial guide in answering that question, 
we might compare the changes in spe- 
cific business indexes during the two 
war periods. 

National Income: During this year 
to date, the expansion has been much 
| greater percentage-wise than it was 
after 1914. Keeping in mind that this 
war has already lasted longer than 
World War I, as well as the fact that 
the end this time is coming in two 
major stages, it is of interest to note 
how the national income continued to 
mount after the 1918 Armistice, only 
to crash in the 1920-21 depression. In 
attempting to guess what may happen 
after the present war, we need to keep 
in mind such differences as the expe- 
rience with price control, public spend- 
ing and the like. 

Wholesale Prices: Striking differ- 
ences are noted between the two war 
periods, with commodity prices rising 
much more precipitately during World 
War I. From these differences to date 
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thes it seems safe to infer that there will 
caer be differences in the two postwar pe- 
saad riods. If “what goes up must come 
i in down,” what does not go up so far 
does not have so far to come down. 
‘aul Corporate Profits After Taxes: 
foal Thus far in the present war profits 
“a have pursued a less erratic course than 
that during the last war. Also, the per- 
ions centage of increase is not so great. 
Un- Commercial Failures: This time, as 





last, liabilities have declined rather 
steadily. After the last war the decline 
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was rudely reversed, beginning in 1920. 
Since the present war won’t be over 
when Germany surrenders, economic 
activity dependent on production for 
the Japanese war will tend to be sus- 
tained at a time when producers whose 
contracts have been terminated will be 
reconverting. 

The first reflection on considering 
these indexes is that many important 
circumstances today are different than 
in 1918. During this war we have in 
force numerous government controls of 
production, prices and distribution 
which last time either did not exist or 
existed on only a moderate scale. 
Some automobiles for civilians were 
produced throughout the last war, for 
example. Last time, prices of steel 
plates rose to seven times their prewar 
level; this time they have been held 
to their 1941 level. 

This war has been longer. Because 
of that, but particularly because of pro- 
duction controls and rationing, our 
pent-up demand for goods and services 
—reflecting only in part our larger 
present population—today is vastly 
greater than last time. The American 
people have put nearly $100,000,000,000 
aside in savings since the war began. 
Much of this will stay saved for a long 
time, but at any moment after the war 
dammed-up spending power may be- 
come restive. 

From the standpoint of wartime 
mobilization of business and industry, 
this war has been much closer to 
“total.” .In 1918, 30 per cent of our 
industrial effort and 4,000,000 men 
were mobilized for war. This time, 65 
per cent and 11,000,000 men. These 
are two yardsticks of the reconversion 
task. 

Consider, too, how our gross’ na- 
tional product has gone up, from 
$89,000,000,000 in 1939 to $187,000,- 
000,000 last year. Of the 1939 total, 
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war expenditures were only 2 per cent, 
while in 1943 they explained 44 per 
cent of the total national product. To 
readjust to peacetime levels of activity 
will be painful enough. To substitute 
peacetime orders for war orders won't 
be easy. Temporarily, as in 1919-20, 
deferred demand will help. But after 
that, what? 

It is said that, at present prices, if 
the national product dropped back to 
$165,000,000,000, we would still have 
a reasonably satisfactory level of em- 
ployment. That much readjustment 
will pose a tremendous reconversion 
job: to drop some $20,000,000,000 of 


production. Painful or not, we can 


conceive of business dropping off much 
more than that. If business under pri- 
vate guidance does not succeed in sus- 
taining postwar the $165,000,000,000 
level of activity, there is a very good 
chance that Washington will step forth 
with official projects to take up the 


slack. 


Other points to remember: We now 
have many companies that were not in 
business before the war but will want 
to stay in business afterwards. Some 
are small, others are large. 


Numbers of companies have learned 
to produce things they did not formerly 
make. 


Our population is today not only 
much greater than in 1918 but has 
been more dislocated. 

Distribution must be radically ad- 
justed to peace. Many wholesalers and 
retailers have closed since 1940. Mar- 
ket-data handbooks, based on prewar 
population anu income statistics, are 
sadly out of date. Retailers, whole- 
salers and jobbers dare not take it for 
granted that their postwar sales will be 
the same in character, volume or direc- 
tion as before the war. To plan post- 
war sales without carefully examining 
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the changed conditions would be a 
mistake. 

Another fact to be considered is that 
new materials and new products have 
been developed during the war. Sellers 
of old-established products must con- 
sider the impact of the new develop- 
ments; new woods, new plastics, new 
foods, new medicines, new machines, 
new processes. 


S. Morris Livingston, Commerce 
Department economist, finds that major 
wars usually have initiated rapid and 
extensive changes and have usually 
been followed by a substantial increase 
in national income and production, 
partly because of stimulus to invention. 

Good business requires both wise 
buying and wise selling. Enthusiasm 
should be tempered with caution. In- 
ventory greed may lead to disaster. 
Selling-price greed may lead to disap- 
pointment. What is important to the 
national economy is just as important 
to the individual business man: that 
the wheels be kept turning. ‘ 


Businesses incurred enormous losses 
in 1920-21 as a result of unsound pur- 
chases or the failure to outline a buy- 
ing policy. The whipsawing of raw- 
materials prices in those years reflected 
unsound buying policies and _ consti- 
tuted a cause of the heavy business 
losses. During those two years, for 
example, No. 1 calfskin ranged in price 
from 80 cents to 13 cents a pound, 


middling upland cotton from 43 cents 


to 11.6 cents, sugar duty-paid from 
21.6 cents to 3.7 cents, etc. Excessive 
inventories carried in 1919 and 1920 
in many instances led to serious finan- 
cial reverses. 

One of this country’s best-known 
economists, Dr. Wesley C. Mitchell, 
having examined the post-1918 expe- 
rience, asks whether American business 
will repeat that story of reaching for 
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big profits on an enormous consumer 
demand at skyrocketing prices. If so, 
he believes, the popular appeal of over- 
all economic planning and control 
by government will be tremendously 


A Realistic Approach 


HAT is the reaction of the 

“man in the street,” the so- 

called “average citizen,” to the 
public relations programs of our large 
corporations and associations of busi- 
ness men? 

Nobody knows. For there is no “av- 
erage citizen.” Nor are the “groups” 
we often mention so homogeneous, so 
like-minded, that we can divide our 
population nationally into economic or 
occupational groups and get a depend- 
able set of group reactions. 

The larger corporations, which usu- 
ally have public relations departments, 
are concerned today with the extent to 
which the people are still suspicious 
of “big business” and indifferent to the 
demand for relaxing government con- 
trols that seem ominous to our private 
enterprise system. Business men gen- 
erally, whether or not they have special 
public relations departments, are anx- 
ious about the degree of freedom they 
will have for postwar enterprise, and 
wonder where they stand in public 
opinion in this respect. They want to 
know what public relations policies are 
likely to be most effective to check un- 
necessary and discouraging restrictions 
on business opportunity. 

I venture to offer some suggestions 
or, rather, to ask some questions, based 
on a personal interpretation of the 
signs of the times as viewed from a 
background of advertising experience 
but with detachment from any specific 
field. 
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strengthened, and the nation may de- 
cide to try a bold experiment, not right 
after the war, but a few years later. 
By HerBert BraTTer. Nation’s Busi- 
ness, November, 1944, p. 21:5. 


to Public Relations 


First, let us try to appraise realis- 
tically our indications of public opinion 
trends: 

(1) The newspapers of general cir- 
culation do not necessarily reflect pub- 
lic opinion on a controversial subject 
of this kind—nor does a digest of 
newspaper opinion covering the edi- 
torial pages of leading newspapers 
throughout the country. A newspaper 
itself is a business; its proprietor is a 
business man, an associate of other 
business men. Its editorial policy 
(often also, consciously or unconsci- 
ously, its selection and featuring of 
news) is likely to reflect the attitude 
of the business men of its community 
toward issues that have a special sig- 
nificance for that group. Labor papers, 
educational and religious journals, 
technical periodicals, and racial minor- 
ity papers may be used as correctives. 

(2) Professional polls are of un- 
questionable value, perhaps in propor- 
tion to the definiteness, concreteness, 
straightforwardness and timeliness of 
the questions asked. Yet it is easy to 
put too much dependence on or indulge 
in wishful interpretation of them. 

(3) The real test of public opinion 
is the appearance of a long-term trend. 
If it is an inevitable trend, regardless 
of political swings, public relations 
policies, should recognize it and make 
the best of it. Failure to recognize such 
widespread, long-developing move- 
ments as those for social security, labor 
organization, extension of educational 
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opportunity, and conservation of na- 
tional resources, for example, may 
destroy the effectiveness of a public 
relations program which includes gen- 
erally desirable and probably attainable 
ends. 


Some questions I respectfully sug- 
gest for further consideration and dis- 
cussion among public relations men 
include the following: 


(1) Advertising. What is the cum- 
ulative reaction of the people by and 
large to such advertisements as suggest 
(a) that your company’s engineering 
and managerial skill is a major factor 
in winning the war; (b) that our men 
in the armed services are fighting to 
defend “free enterprise” as you in- 
terpret it; (c) that they want to come 
back to an “unchanged” America, just 
as it was before the war; (d) that 
business management, if given the 
“green light,” can provide employment 
and prosperity for everybody? These 
aren’t characteristic features of current 
advertising, but we see them now and 
then. 


(2) Press releases. (a) Are fre- 
quent releases about your company’s 
policies desirable, though perhaps pleas- 
ing to management, if these policies 
run counter to the trend of public 
opinion? (b) Does it serve your com- 
pany’s interest to get publicity for 
speeches of its officials that show con- 


tinued bitterness and truculence toward © 


government? (c) Cannot your com- 
pany’s postwar planning be shown as 
constructive and cooperative without 
being dressed up as incredibly adequate 
to postwar needs? (d) Isn’t it de- 
sirable, while showing your own com- 
pany’s recognition of its postwar 
responsibilities, to emphasize the inter- 
dependence of all economic groups— 
that a balanced economy, where every 
group has an adequate incentive to do 
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its best, is essential to sound progress? 
The effectiveness of a company’s press 
releases is not measurable by the total 
amount of space secured in the news- 
papers. If the real public reaction, the 
emotional bias fostered, is unfavorable, 
the less use the newspapers make of 
the releases, the better for the company 
and business generally. 

(3) Inbreeding. (a) Are contacts 
of public relations men so narrowly re- 
stricted to executive and professional 
circles as to deprive them of a proper 
perspective? Do public relations men 
tend to lose perspective as they are ab- 
sorbed into the organization of a com- 
pany? (b) What should be the rela- 
tion between public relations men and 
personnel officers? Should the two 
functions be closely correlated or even 
combined, in order that public relations 
may begin at home—among the com- 
pany’s own employees? (c) Are the 
public relations policies of the company 
with reference to the immediate com- 
munity ignored in management’s pre- 
occupation with the wider area of its 
market? (d) What contacts are prac- 
ticable with groups, other than the 
friendly press, that are representative 
of or influential on outside mass 
opinion ? 

Of course, the public relations pol- 
icies of any corporation are not or- 
dinarily determined by the vice presi- 
dent or other official who is specifically 
charged with carrying them out. Top 
management must be thoroughly im- 
bued with the importance of public 
relations. This should mean relations 
not only with potential and active cus- 
tomers, which is generally recognized, 
but also with employees and their fam- 
ilies, with the community where the 
business or any part of it is located, 
and ‘vith other businesses and indus- 
tries. By JoHN Orr Younc. Adver- 
tising & Selling, August 1944, p. 32:3. 
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Setting Office Production Standards 


HE setting of office production 
T standards is a highly technical, as 
well as somewhat tedious and 
time-consuming operation. The office 
executive, if his office is a large one, 
will seldom, if ever, be able to give 
enough of his personal time to do this 
work himself. He will need, and 
should have, the assistance of a com- 
petent planning and time-study staff. 
Such staffs have already been greatly 
depleted by transfer to the armed serv- 
ices or to government work. If he has 
not previously had such staff assis- 
tance, he faces a difficult and probably 
impossible task to find experienced 
personnel in these war times. It re- 
quires from six months to several 
years to train a capable methods and 
time-study man for office work. For 
these reasons, it seems to me that the 
emphasis today should be placed upon 
re-examining our standard techniques, 
seeing what can be done to simplify 
them, and expanding their application 
under wartime conditions without af- 
fecting the validity, and therefore the 
usefulness, of the resulting standards. 
Let me emphasize that under or- 
dinary conditions, when circumstances 
permit and the nature of the work re- 
quires it, the standard time-study me- 
thods should be used, as they are more 
accurate than any substitute method. 
We all know, however, that in machine 
shop practice certain tolerances are al- 
lowable, and these vary greatly accord- 
ing to the purpose for which the fin- 
ished product is to be used. Similar 
tolerances are just as useful in office 
work when intelligently applied. There 
is no such thing as absolute perfection, 
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certainly not when its attainment rests 
to such large extent upon the human 
element. For certain office operations 
a standard as near perfection as pos- 
sible is required, i.e., where financial 
records are involved or when errors 
would involve a financial loss to the 
company or when wage and salary 
rates are to be set. In many other 
cases—as, for example, in analyzing a 
routine, developing a new method, or 
increasing production—the degree of 
perfection which should be attained can 
well be balanced against, or determined 
by, the cost involved. 

Production standards can be set on 
any office job where a unit of produc- 
tion can be established to measure the 
work done. There can be found a unit 
of measurement for practically any 
kind of office work. It may be neces- 
sary, and it is occasionally advisable, 
to select a unit of work which applies 
to a group of workers whose combined 
efforts produce a finished piece of cleri- 
cal production. 

Those jobs containing a high per- 
centage of repetitive operations will 
usually warrant the greater investment 
in time and effort in the setting of the 
standards. Conversely, it may prove 
uneconomical to set production stand- 
ards for jobs which contain no repeti- 
tive operations, or where repetitive 
operations occur at long interspersed 
intervals. There are, of course, im- 


portant exceptions to any such rule of 
procedure, and decisions should be 
made after an examination of the facts 
surrounding any particular job. 

If the job for which standards are 
to be set is one of several involved in 
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a major routine, then it is desirable to 
first make an analysis of the entire 
routine. Few major routines begin 
and end within the confines of a ...xigle 
department. Changes can seldom be 
made in any one job in a routine with- 
out affecing the work of other jobs 
in that routine, and frequently the 
changes also affect other departments. 
Almost invariably the routine analysis 
results in a general simplification of 
the entire routine and may radically 
change the particular work for which 
the standard is to be set. 

Let me add the following pertinent 
observations: Information necessary 
for routine analys‘s can be obtained 
only in sufficient and accurate detail by 
personal observation of each step and 
each operation in the routine— 

a. By recording the information during 

the interview, : 

b. By tracing from source to destination 
all papers used in the routine, through 
each individual step and operation of 
their flow, 

c . By observing and making notes of all 
obstacles encountered by the clerks 
which intertere with the speed and 
rhythm of the operation, and 

d. By observing and noting any improve- 
ments which can made in the 
equipment used or in the design or 
arrangement of the workplace. 

I have found it more convenient to 
record the information obtained in 
these last two observations separate 
from that which covers the physical 
tracing of the routine itself. These last 
two items really pertain to methods 
study and are obtained during the 
routine study merely as a matter of 
convenience to save disturbing the clerk 
twice when once will suffice. 

It is possible to teach any intelligent 
person how to gather routine analysis 
information and how to make observa- 
tional method studies in from six 
months to a year. This assumes that 
the person has a satisfactory person- 
ality and can handle his personal con- 





tacts in such a manner that he can gain 
the cooperation of those members of 
the clerical staff whom he must inter- 
view during the course of his work. 
Actual management experience is, how- 
ever, a major requirement for the an- 
alysis of the information collected. 

Job analysis techniques were among 
the earliest tools used in studying the 
office. While many different forms 
have been developed, I prefer one 
which gives the employee an oppor- 
tunity to estimate and express the per- 
centage of time which he gives to the 
several duties which make up his job. 
Even if such estimates may not be 
wholly accurate, they serve as an im- 
portant index as to the distribution of 
time among the several duties which 
are usually classified as those per- 
formed daily and those which are per- 
formed periodically at other than regu- 
lar daily intervals. Such a statement 
of duties enables the person studying a 
job for the purpose of setting produc- 
tion standards to know which, if any, 
miscellaneous operations can be either 
transferred to another job and which, 
if retained, must be considered as non- 
standard and kept upon purely a time 
consumed rather than a production 
standard basis. It is assumed that any 
methods study required is made as an 
integral part of the routine analysis 
procedure, but if it has been omitted 
for any reason, then a methods study 
of the job must be made separately. 

These important preliminaries—i.e., 
the routine analysis and method studies 
of the job or jobs for which we wish 
to set production standards—having 
been completed, our next task is to 
simplify all operations where such sim- 
plification is possible and to teach the 
worker any new or revised methods 
which have been adopted. We are then 
ready to set the production standard. 
From years of doing this work I 
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have accumulated a number of elemen- 
tal times which can be use as check 
standards for these respective elements 
wherever they may occur in office 
work. It should be realized, however, 
that few, if any, office jobs are ever 
made up solely of such so-called stand- 
ard elements. A job may contain one 
or more standard elements combined 
with certain other elements which are 
indigenous to that particular job and 
to no other job in that or any other 
office. It is the sum-total of all ele- 
mental times (both standard and in- 
digenous) which determine the pro- 
duction standard for a specific job. 
Accordingly, this resulting production 
standard can be used for the one spe- 
cific purpose it was custom-made to 
fit and for no similar job in any other 
organization. 

The use of production statistics 
when available (and they are usually 
either available or obtainable from 
company records in the larger offices) 
permits the setting of a production 
standard without the use of either the 
time study or micro-time study tech- 
niques. The production standard can 
be set without disturbing either the 
worker or the department, provided, of 
course, the job analysis, motion study, 





and routine analysis studies have pre- 
viously been made and that the new 
method of doing the work (if any) is 
in use. In other words, the use of 
production statistics replaces the use 
of the stopwatch or micro-filming in 
so far as these devices were used for 
setting office production standards on 
current operations. This method is 
most accurate when used for the set- 
ting of group production standards, al- 
though it can also be satisfactorily used 
for setting individual job standards. It 
can be applied to departments operat- 
ing under unusual volume pressure 
without disturbance of current work 
and this at the time when the other 
methods can seldom be used advan- 
tageously. Standards obtained under 
such unusual work pressure conditions 
will reflect the highest degree of ac- 
curacy. They can be tested by com- 
paring them with actual work results, 
and these should reflect the maximum 
production possibilities of the depart- 
ment. By Harotp C. PENNICKE. 
N.A.C.A. Bulletin, October 15, 1944, 
p. 135 :18. 


Note: This study discusses time study and 
micro-motion time study of office operations 
in detail. It also illustrates the use of the 
statistical method.—Eb, 


Case Histories in Office Savings 


SIGNIFICANT report of case 
A histories in office conservation 
has been released by the Asso- 

ciation of Casualty and Surety Execu- 
tives through the Industry Associations 
Committee of the Bureau of Manpower 
Utilization.* While of primary interest 
to firms in the insurance field, the re- 


Report from Casu- 
uly 25, 1944. 


* Office Procedure Case Histor: 
alty and Surety Companies, 
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port presents many examples of con- 
servation applicable to all types of 
offices. Savings were achieved through 
simplification and standardization of 
forms, elimination of duplications, cur- 
tailment or elimination of certain cleri- 
cal operations, etc. 


A few cases of general interest are 
quoted on the following pages. 





Sorting of Mail 

Where large volumes of mail are to 
be sorted to individuals within a de- 
partment, the use of file dividers has 
proved advantageous. We are now us- 
ing a 10-division divider file. Each 
individual’s mail is sorted into one of 
these pockets and may be easily dis- 
tributed with part-time help and with 
little training. The dividers cost ap- 
proximately $10.00 and are made of 
substantial material suitable for office 
use. The use of these dividers has 
enabled our personnel department to 
break down the ‘various steps in our 
personnel routine and to use the time 
of our full-time trained personnel staff 
for duties of a more important nature. 
It is obvious the same dividers can be 
used in other sections or departments 
with equal advantages. 


Reduction in Correspondence 

When the war began, we put forth 
every effort to reduce correspondence, 
particularly the number and size of 
letters. Inasmuch as dictaphone equip- 
ment is used for a large part of our 
correspondence, we think the results 
can best be expressed when we can 
report that while in 1941 there were 
25,490 cylinders transcribed, there 
were only 21,316 cylinders transcribed 
in 1942, and only 17,088 transcribed in 
1943—a savings of 8,402 cylinders. 

The preparation of many reports, 
keeping of detailed statistics, and other 
operations heretofore thought neces- 
sary have been curtailed. In other in- 
stances work has been combined. 
Filing 

In some departments we have ex- 
perimented, with good results, with a 
change in filing practice—that is, filing 
by last two digits rather than numeri- 
cally. As an aid to filing, we have pur- 
chased two sorters at $65.00 each. 
Their use has shortened the time for 
the preparation of papers for filing. 


Committee Appointed 
In January, 1942, a committee of 
three officers was appointed “to exam- 
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ine Our operating methods and to effect 

all possible economies compatible with 

the efficient operation of our business.” 

The work of the committee may be 

summarized as follows: 

1. A subcommittee appointed to review 
printed forms eliminated several hun- 
dred forms entirely and consolidated 
many others. 

2. A plan to supervise and control 
printed forms was established and a 
“Supervisor of Forms” was appointed. 

3. Numerous changes in underwriting 
and recording operations were made 
which resulted in material economies 
‘a the underwriting, statistical and 
filing departments. 

Statement Committee 
Our management decided approxi- 

mately five years ago to establish a 

Statement Committee to accomplish 

the following : 

. To eliminate unnecessary statements. 

. To simplify those statements con- 

sidered necessary. 

. To modify the detail involved. 

. To consolidate statements. 

To promote availability for more than 

one purpose or department. 

. To reduce the frequency of compiling 
reports to the absolute minimum. 
The members of this committee were 

drafted from various departments, with 
particular reference to those depart- 
ments that were vitally affected in the 
compilation and use of the majority of 
statements. Six members were used on 
the original committee. 

Wherever possible, a copy of each 
statement prepared in the company was 
obtained by this committee. Where 
statements were not prepared, the 
booklets, pamphlets, binders or files 
were reviewed by the committee. It is 
important that such a committee have 
the full use of all available statements 
and be given the complete backing of 
management. Otherwise it cannot 
operate efficiently. 

No less than 165 statements and re- 
ports were reviewed, with an elimina- 
tion of 37 statements and a consolida- 
tion of 16 others. Many of the state- 
ments or records were simplified or 
modified. 


oO wpe NE 
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~The committee is also responsible 
for a continuous review of statements. 
Currently any member of the com- 
mittee reviewing a statement con- 
sidered unnecessary will gather to- 
gether a quorum of the committee for 
decision, 


Form Letters 


Because of the shortage of typing 
help, we considered it advisable to 
adopt a series of form letters in addi- 
tion to those already in use. Form 
letters were developed for our bonding 
department, personal accident and 
health department, and automobile de- 
partment. It is merely necessary on 
these letters to check the item desired, 
and they can be readily written in long- 
hand, or the heading only need be 
typed. 


We also designed and made available 
to all departments in field offices a 
5” by 8” memo form which could be 
handwritten. This form is called a 
“speed-o-gram” and is printed in red 
ink. It is used for only short, urgent 
messages, and is a replacement in many 
instances for telegrams and long-dis- 
tance telephone calls. It may be sent 
first-class mail, air mail, or special 
delivery if desired. We subsequently 
adopted another form of the same size 
for use in answering letters where no 
urgency existed. This form likewise is 
handwritten but may be sent only by 
regular mail. 

Inter-office correspondence forms 
were changed to promote a more effi- 
cient method of typing. The heading 
of the form was revised to eliminate 
keystrokes. 

No less than two typists’ time was 
saved by adoption of these forms. 


Paper Savings 
A so-called “form control section” 
has always been a plan of our company. 


Forms are approved before released to 
our printing division by the methods or 
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systems supervisor, or some member 
of his department. A consistent watch 
is made to eliminate unnecessary forms, 
to re-draft forms to smaller size, and 
to consolidate forms wherever possible. 
Standards of weights of paper for legi- 
bility and durability have been estab- 
lished. Colors of paper have been re- 
duced to a minimum, and forms are 
kept within the color ranges readily 
available on the paper market. 


We also print all interdepartmental 
forms on scrap paper. We have a sal- 
vage department where the paper is 
accumulated and stacked for future use. 
This department is likewise responsible 
for the salvaging of rubber bands, 
paper clips, pins, brads, file folders, 
binders, ete. 


We have also eliminated the use of 
rag-content paper in our policies. They 
are now printed on a very good grade 
#1 Sulfite stock, with no detraction 
from the appearance of the policy or its 
durability. 


The Use of Part-time Employees 


The use of part-time employees 
throughout our Home Office has been 
our greatest accomplishment in over- 
coming some of our personnel prob- 
lems. One source of part-time em- 
ployees is our Commerce High School, 
which operates a cooperative plan. The 
students work four hours a day in our 
office and spend four hours in school. 
The work performed in our company 
is considered part of their training in 
commercial work and is reported to the 
school and graded as a school subject. 


Transfer of Overtime Employees 

A record is maintained of employees 
who want to work overtime but whose 
particular department cannot provide 
enough overtime work for them. A 
definite overtime program is planned 
for these employees, and they are 
assigned to departments needing them 
most urgently. 













V-Day Closings in Offices 


A= has just been completed of 52 offices in the Chicago area, 
with regard to plans for closing the office when news of the end of the war 
in Europe is received, Every office but one indicated definite arrangements had 
been made for the occasion. 

If news of the end of the war is received during the working day, of the 
52 offices questioned 32 will close the entire office immediately, while an additional 
13 will operate with only a skeleton staff. If the news of victory is received 
after the close of the working day but before the beginning of the next working 
day, then approximately 75 per cent of the offices will follow the same program 
of closing as indicated above. 

Approximately 80 per cent of the offices will not permit a celebration on the 
premises. The remainder will. Eighty per cent of those offices which close on 
V-E Day, either partially or completely, will pay their employees for time off. 

Of the 25 per cent of the offices that will operate with a skeleton staff only, 
about half will give those employees remaining on the job a corresponding time 
off later on, while about a quarter of the offices will provide additional compen- 
sation for the time worked. 

This survey, prepared by the Research Committee of the Office Management 
Association of Chicago, indicated that there is no correlation between the type 
of industry and the policy to be followed on V-E Day. 





e A STUDY of 4,375 men who had failed to hold their positions has been made 
by the Bureau of Vocational Guidance of Harvard University. Approximately 
one-third of the failures were due to lack of technical knowledge, while two-thirds 
were due to destructive personality qualities such as failure to cooperate, ab- 
senteeism, unreliability, laziness, trouble-making, drinking, violation of rules, care- 
lessness, disagreeableness, misconduct, loafing, dissatisfaction, habitual lateness, 
listed in order of importance.. 


—GLENN GARDINER in Management Information 








Courtesy Sales Management 
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Arbitration Provisions in Union’ Agreements 


HREE out of four union agree- 

ments in 14 important industries, 

covering about 83 per cent of the 
workers under the agreements ana- 
lyzed, provide for arbitration as the 
terminal point in the grievance ma- 
chinery. 

In some industries almost all the 
agreements provide for the arbitration 
of disputes arising during the terms of 
the agreements; in other industries 
this means of settling grievances is 
less common. In the petroleum pro- 
duction and refining, steel (blast fur- 
naces and rolling mills), and textile 
industries, over 90 per cent of the 
agreements provide arbitration, where- 
as such provisions: are contained in 
only about 40 per cent of the agree- 
ments covering automobile and parts 
plants and in about 60 per cent of the 
agreements covering plants manufac- 
turing machinery (other than elec- 
trical). On the whole, agreements 
with large companies tend to have arbi- 
tration provisions more frequently than 
agreements covering smaller plants. . 

Most arbitration agreements provide 
that the person or persons who are to 
serve as arbitrators are to be selected 
whenever a particular need arises. On 
the other hand, 5 per cent of the agree- 
ments provide for permanent arbitra- 
tion machinery. 

An arbitration clause may provide 
for arbitration at the request of either 
party, at the request of the union, at 
the request of the aggrieved employee 
or his representative, or by mutual 
consent of. both parties. 

Arbitration at the request of either 
party—sometimes referred to as com- 
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pulsory or automatic arbitration—is 
specified in 93 per cent of the arbitra- 
tion agreements, covering:a similar pro- 
portion of workers. A few arbitration 
agreements (2 per cent), chiefly with 
the major plants in the aircraft, rubber 
and cotton textile industries, specify 
that the union may initiate arbitration ; 
and an additional 1 per cent, almost all 
of which are with major petroleum 
plants, permit arbitration at the request 
of “an individual or his representative.” 

About 4 per cent of the arbitration 
agreements, covering a slightly higher 
proportion of workers, permit arbitra- 
tion only when both parties mutually 
agree to arbitrate a dispute. This 
arrangement, sometimes referred to as 
permissive arbitration, allows either 
party to veto a request for arbitration, 
thus forcing the party desiring adjust- 
ment either to accept the other’s terms 
or to resort to economic pressure by 
way of a strike or lockout. 

About half the union agreements 
analyzed designate as the arbitration 
agency a tripartite board consisting of 
an equal number of employer and union 
representatives with a neutral member 
acting as chairman. In most cases the 
neutral member functions with the 


“committee from the beginning, but in 


about one-fifth of the cases the im- 
partial chairman is added only in the 
event of a deadlock. In contrast with 
this tripartite arrangement, some agree- 
ments call for committees or boards 
composed exclusively of outside im- 
partial persons or establish a state 
agency to serve as arbitrator. 

A considerable number of the arbi- 
tration agreements (about 36 per cent) 
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provide for single arbitrators, and a 
few additional ad hoc arbitration agree- 
ments specify that the agency may be 
either a board or a single person. 


In the case of ad hoc arbitration, the 
problem of selecting an arbitrator or 
board must be faced each time arbitra- 
tion is requested, whereas under per- 
manent arbitration the individual or 
board, once chosen, usually serves con- 
tinuously throughout the life of the 
agreement. According to 70 per cent 
of the permanent arbitration agree- 
ments, the arbitrator was selected at 
the time the agreement was negotiated 
and is designated by name or title in 
the agreement. In about 25 per cent, in- 
cluding most of the permanent arbitra- 
tion agreements with large plants, the 
arbitrator was to be jointly selected, 
subsequent to the signing of the agree- 
ment, to serve for the duration of the 
agreement. 


In 80 per cent of the ad hoc arbitra- 
tion agreements, the selection of the 
arbitrator is left to mutual agreement 
of the parties. While half of these pro- 
vide no automatic means for breaking 
a deadlock, at least half stipulate an 
outside agency which is to appoint a 
neutral arbitrator if the employer and 
union fail to agree upon a selection. 

About 16 per cent of the ad hoc 
arbitration agreements specify that a 
designated governmental or private 
agency or individual shall appoint the 
neutral arbitrator whenever the need 
for arbitration arises. - 


The agencies most frequently spec- 
ified to appoint an arbitrator under 
both permanent and ad hoc arbitration 
agreements, either initially or after the 
parties have failed to agree upon the 
selection, are the U. S. Conciliation 
Service, -the National War Labor 
Board, various state labor boards or 
mediation agencies, and, principally in 
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American 


textile agréements, the 
Arbitration Association. 
To avoid the possibilty of delay in 
settling disputes, and to prevent ob- 
struction of arbitration by either party, 
time limits are specified in over half the 
the arbitration agreements. Time limits 
may be established for any one or all of 
the several stages in the arbitration 
process—the selection of the arbitrator 
or arbitrators, the conduct of hearings, 
and the rendering of decisions. The 


largest proportion (over 70 per cent) ’ 


of the time limits are confined to the 
selection of the arbitrators—an indica- 
tion that unnecessary delays are not 
anticipated once *th@ »rbitration pro- 
ceedings are under way. 

Since it is the purpose of arbitra- 
tion finally to settle a*jléstion in dis- 
pute, it follows.-that the decision or 
award must be accepted and binding 
on the parties involved. This concept 
is affirmed by 90 per cent of the agree- 
ments studied, which specifically state 
that a decision rendered after arbitra- 
tion proceedings shall be “final and 
binding” on the parties concerned; 
some, in addition, specifically state that 
there shall be no appeal from the de- 
cision to a court or “labor board.” 

Definitions of the precise scope of 
arbitration vary from agreement to 
agreement, ranging from brief but 
general statements to lengthy itemiza- 
tions of the specific issues which are 
or are not arbitrable. The majority 
of the agreements analyzed not only 
authorize the arbitration of disputes 
involving the “interpretation and/or 
application” of any of their provisions, 
but also enumerate specific issues which 
are subject to arbitration. Disputes 
over discharges are most frequently 
listed as arbitrable; a few agreements, 
however, do not include disputes over 
discharges that result from participa- 
tion in work stoppages, incompetency, 
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insubordination, and other specified 
causes or that involve probationary 
employees. 

Many agreements specify that the 
arbitrating agency has no power to 
“add to or subtract from or modify” 
any terms of the current agreement, or 
that the arbitrator may not “arbitrate 
away, in whole or in part, any provi- 
sions of this agreement.” 

Specific references to the arbitration 
of wage disputes, referring either to 
requests for general wage changes or 
to individual wage-rate adjustments, 
are found in less than half the arbitra- 
tion agreements, and these generally 
allow such dispute; co-be arbitrated. 

ane 





Some agreements specifically exclude 
from arbitration designated manage- 
ment functions such as “methods of 
production” and the company’s “oper- 
ating policy,” use of machinery, and 
“matters pertaining to the financial 
status of the business”; while others 
specifically exclude “the purpose or the 
inclusiveness of this agreement,” the 
“enlargement or the extension of the 
scope or status of the union,” and any 
“grievance or dispute which arises out 
of governmental orders, regulations or 
contracts,” etc. 


Bulletin No. 780, United States Bu- 
reau of Labor Statistics, 1944, p. 1:18. 
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“Solving the Time-Clock Card Problem”: A Correction 


HE August, 1944, issue of THE MANAGEMENT REviIEw contained a brief ab- 

stract (“Solving the Time-Clock Card Problem,” page 266) which discussed 
the problem of unauthorized overtime and the habit of employees’ punching “in” or 
“out” for friends. It was indicated that overtime need not be paid for unless 
expressly authorized by the employer. That this does not adequately reflect the 
position of the Wage-Hour and Public Contracts Divisions is apparent from the 
following correction which has been received from the Divisions: 


_ The Fair Labor Standards Act and the: Walsh-Healey Public Contracts Act do not con- 
tain express guides as to the manner of computing hours of work, and reasonable rules must 
be adopted for purposes of enforcement of the wage-hour standards. As a general rule, 
however, hours worked will include: 

(1) All time during which an employee is required to be on duty or to be on the 
employer’s premises, or to be at a prescri workplace, and 

(2) All time during which an employee is suffered or permitted to work, whether 
or not he is required to do so. 


We believe it is clear, from the principles outlined above, that the statement, contained 
in the article in question that “the half-hour period immediately following the daily closing 
time is not considered as working time unless the employee is definitely staying for author- 
ized overtime work” is not in keeping with the principles herein above announced. The test 
is not whether the employer has authorized overtime work after the termination of the 
normal shift, but rather whether he has suffered or permitted the employees to remain and 
work beyond the normal quitting time. ; 

We are conscious of the existence, to some extent, of the —- of “padding” hours 
worked resulting from the practice of “some employees punching in and out for their 
friends.” The Wage-Hour and Public Contracts Divisions have never condoned or en- 
couraged such practices. Rather it has our position that employers must count as 
time worked bona fide hours worked determined in accordance with the principles above 
stated. Moreover, our experience has indicated that both of the problems presented can 
be eliminated by proper supervision by management. 





e A SERIES of six informative booklets on the selection, training and rating 
of supervisors and on the use of supervisory job descriptions has been issued by 
the Industrial Relations Section, California Institute of Technology, Pasadena 4, 
Calif. Titles and authors are: Selecting, Training, and Rating Supervisors, by 
Victor V. Veysey; Using Descriptions of Supervisory Jobs, by V. V. Veysey; 
Describing the Supervisor's Job, by V. V. Veysey; Selection of Supervisors, by 
H. W. Dornsife; Training of Supervisors, by Gerald Chappell; Rating of Super- 
visors, by M. H. Wortham. These are available at $1.00 each, or at $2.50 for 
the set. The Industrial Relations Section has also published Classification of 
Jobs in Small Companies, by Robert D. Gray, at $1.00. 








ERSONNEL problems of the 
postwar transition period fall into 
four major groups: 

1. Rehiring of servicemen. 

2. Personnel transfers within the plant or 
company. 

3. Laying off workers. 

4. Hiring new employees. 


The magnitude of these problems 
will obviously vary among industries 
and firms. But regardless of the mag- 
nitude of the problems, management 
decisions will be necessary. Discus- 
sion and formulation of company 
policies is, therefore, the first major 
area for postwar personnel planning. 
Some companies are going still further, 
to the extent of analyzing their present 
workforce and estimating their prob- 
able postwar lebor supply and require- 
ments by plants and departments or by 
broad occupational groups. This is, in 
fact, the second major area for post- 
war personnel planning. 

As a guide to those engaged in 
formulating postwar personnel policies, 
a check list of pertinent questions is 
appended below: 


I. Prostems THat May Arise REGARDLESS 
OF THE MAGNITUDE OF LAYOFFS AND 
REEMPLOYMENT 


A. Rehiring of Servicemen 


1. Will seniority or length-of-service 
credit accumulate during an employee’s ab- 
sence in the armed forces? How long will 
seniority rights be maintained after the 
employee has been discharged from the 
service? 

2. Were some drafted employees holding 
“temporary” positions with no legal reem- 
ployment rights under the Selective Service 
Act? Had these people been told that the 
positions were temporary when they were 
hired ? 

3. Will a thorough physical examination 
be given to returning servicemen as an aid 
in their proper placement? 

Are special interviews planned for re- 
turning servicemen, in view of the newly- 
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Postwar Personnel Policies: A Check List 


acquired skills of some and the physical 
and mental disabilities of others? 

5. What facts will be on hand in advance 
of the interview? Should letters be sent to 
employees in the service to get information 
on their recent experience and new skills? 

6. Should present jobs be reexamined to 
discover possible openings for veterans with 
various types of disabilities? 

7. Will jobs which have been reengi- 
neered and simplified for women or handi- 
capped workers be restored to “men’s jobs” 
to take care of returning servicemen who 
were formerly on those jobs? 

8. In unionized firms, has the need for 
flexibility in the placement of disabled vet- 
erans been discussed with union represen- 
tatives? 

9. Have foremen’s conferences been held 
on the problems involved in the placement 
of veterans? 

10. Will a follow-up be made to see that 
disabled veterans are adjusted to their jobs? 

11. Will special training or instruction be 
provided for veterans who can be upgraded 
to utilize skills acquired in the service? 

12. If those last inducted are demobilized 
first and apply for their jobs, will they be 
hired on a temporary basis pending the re- 
turn of the senior man on the job? 

13. Will servicemen who are not former 
employees be hired subject to the return of 
the company’s own servicemen? 

14. Will there be conflicts in job rights 
between veterans and workers deferred 
from service at the request of the company? 


B. Personnel Transfers Within the Plant or 
Company 


1. Has a definite procedure been estab- 
lished for handling transfers and down- 
grading? 

2. What weight will be given to seniority 
or length of service in transfers and down- 
grading? How much flexibility is manage- 
ment permitted in considering other factors, 
such as ability or performance, family 
status, etc.? 

3. Does the company have objective rec- 
ords of employee performance or some 
form of “employee rating”? 

4. Over how wide an area will transfers 
and downgrading take place? In other 
words, what is the ‘ ‘seniority unit”? 

5. What opportunity will an employee 
have to avoid a layoff by showing that he 
can handle a different job? 

6. If seniority is considered, are accurate 
lists prepared of the seniority standing of 
all employees? 

7. In order to avoid actual layoffs, are 


The Management Review 








hire 
no | 
tran 
neec 


poli 
earl 


to a 


pref 
9. 
laid. 


wor 


Jan: 








al 


ce 
to 
on 


to 
th 


gi- 
li- 
Ss 

ho 


or 
et- 
n- 


eld 


ant 


lat 
ys? 


led 
zed 
re- 
ner 
hts 


red 
1y? 


| or 


ab- 


wn- 
rity 
we- 
ors, 
nily 


rec- 
ome 


fers 
ther 


yee 
- he 


rate 





are 


view 





hires and layoffs centralized so that workers 
no longer needed in one department can be 
transferred to another which is hiring or 
needs replacements ? 

8. Does the company have a retirement 
policy which will encourage prompt and 
early retirements after the war? 

9. Is downgrading or demotion preferable 
to actual layoffs? 


C. Laying Off Workers 


1. Is there a definite policy governing 
layoffs ? 

2. In unionized firms, should the need for 
flexibility in the application of a rigid seni- 
ority policy be discussed now with union 
representatives ? 

3. Have non-unionized firms decided what 
weight they will give to various factors, 
such as length of service, ability, family 
status, residence, etc., in making layoffs? 

4. Will third and second shifts be elim- 
inated as operations are curtailed? 

5. Will hours of work per week be re- 
duced to 40 before making any layoffs? 
How far will hours be shortened to avoid 
layoffs of longer-service workers? 

6. What steps can be taken to avoid the 
layoff of key workers during a temporary 
reconversion curtailment or shutdown? 

7. Should “leave of absence” or advance 
hiring commitments be given to those 
workers and returning servicemen who, on 
the basis of reconversion plans, will be 
needed when peacetime production gets un- 
der way? 

8. Will advance notice of layoffs be given 
to employees? Or would a week’s pay be 
preferable instead? : 

9. Should exit interviews be given to all 
laid-off employees? 

10. What should be done to place laid-off 
workers with other firms in the area? Will 


the local U.S.E.S. office be given advance 
notice of layoffs and hires? 


D. Hiring New W orkers 


1. Does the company have a recruitment 
policy which takes advantage of all sources 
of labor supply? 

2. Is hiring centralized in an employment 
manager or personnel department? 

3. Is there a thorough employment in- 
terview? 

4. Are adequate 
maintained ? 

5. Is the new worker properly “inducted” 
to the job and to the company? 

6. How effective is present pre-employ- 
ment and on-the-job training in attracting 
and keeping new workers? 

7. Do present company wage policies and 
wage structure attract and hold good 
workers? 


employment records 


II. ANALyziInG THE Present WorKFORCE 
AND Estimatinc Postwar Lasor Surry 
AND REQUIREMENTS 


A. Should a questionnaire be distributed 
to employees, asking them for up-to-date 
personnel information and their postwar in- 
tentions? Or should this be done on a 
community-wide basis? 

B. How detailed an analysis should the 
company make of its postwar supply and 
labor requirements? 

C. Woulda “labor inventory” of wotkers 
on each job and servicemen who left those 
jobs be useful in planning transfers, down- 
grading and layoffs? 


From Personnel Problems of the 
Postwar Transition Period, by 
Cuartes A. Myers, Committee for 
Economic Development, 1944. 


Wages in Department and Clothing Stores 


EDIAN hourly rates of pay of workers in department, general-merchandise, 
and clothing stores in selected large cities in the spring and summer of 
1943 ranged from 39 cents an hour for women bundle wrappers and stock girls 


to $1.18 (including commissions) for furniture salesmen. 
based on information collected in 60 cities of 100,000 or more population. 


These findings are 
Rates 


of pay were appreciably higher for selling than for non-selling workers. 
The highest earnings among broad geographic regions were reported for 


Pacific Coast workers, while rates of pay were lowest in southern cities. 
ings of some workers in the Seattle-Tacoma area exceeded $2 an hour. 


Earn- 
Many 


rates below 35 cents an hour were found in the South. Wage rates were also 


found to differ substantially by size of city. 


In every occupation, the highest 


median rates were found in places of 500,000 or more, while the lowest were 
generally found in communities of 100,000 to 250,000. 
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—Monthly Labor Review 11/44 
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Production Management 


Measuring Drafting Output 


OR a number of years, progres- 

sive managers have been applying 

the principles of scientific manage- 
ment to manufacturing operations and 
have achieved wide betterment. Work 
measures, standards, incentives, con- 
trols have all been developed. But 
with respect to drafting and other en- 
gineering functions there has been less 
constructive betterment effort. 

In 1930 a plan of drafting room con- 
trol was initiated by the Westinghouse 
Electric & Manufacturing Company, 
the theory being that a drafting de- 
partment was just as susceptible as any 
other to control, improvement and cost 
reduction. An integral part of the 
Westinghouse plan involved providing 
a means of measuring group or indi- 
vidual capacity and efficiency. It was 
found that this yardstick was ex- 
tremely valuable in scheduling drafting 
work and in relating personnel to in- 
creasing or decreasing loads. In ad- 
dition, individual drafting records were 
of material assistance in determining the 
relative ability of draftsmen and yield- 
ing a measure of the number and cost 
of errors. 

At the time the plan was instituted 
at Westinghouse, draftsmen were av- 
eraging five errors or omissions per 
drawing. After 10 weeks, this figure 
dropped to 0.2 change per drawing. 
The company used the single drawing 
as the unit of output. After a draw- 
ing was completed, an allowed or “par- 
hour” rating was assigned to it by a 
supervisor. The ratio of actual to par- 
hours was taken as the basis of control. 
This plan’s success was achieved de- 
spite the use solely of judgment in 
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arriving at standard of par-hours, de- 
spite the lack of comparability between 
the units of measurement—namely, 
drawings—and despite the fact that the 
standard was established after the ac- 
tual time consumed was known. 

In 1942, Lockheed Aircraft Corpo- 
ration, Factory A (successor to Vega 
Aircraft Corporation), inaugurated a 
new study of drafting quality control. 
It is with the results of this study that 
we now concern ourselves. 

The method developed employs the 
detail drawing as the basis for the rat- 
ing analysis. Immediately upon re- 
lease, the initial check print is obtained 
and analyzed for the quantity of work 
it contains, and the number of cor- 
rections is noted by the checker. This 
information is entered on a drawing 
record summary. The quantity of work 
is determined on the basis of the total 
amount of material on the drawing 
without regard to its size. In other 
words, quantity of work is measured 
in terms of “units of work.” Units of 
work on a drawing consist of a tally 
of the number of views, dimensions, 
part call-outs, and notes, plus a con- 
stant allowance for all title blocks. It 
is felt that the relative complexity of 
a drawing is well indicated by the 
abundance or scarcity of these items. 

Units of work are credited to the 
draftsman’s record while he is charged 
with the checker’s corrections. Subse- 
quently, as drafting and system errors 
develop and changes are made to the 
drawing, these changes are also 
charged to the draftsman’s record. It 
is considered justifiable to penalize the 
draftsman both with the original 
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checker’s corrections and with sub- 
sequent drafting and system error 
changes on the ground that the respon- 
sibility for accuracy in these respects 
is squarely within the limits of his con- 
trol. Separate records are maintained 
for checkers, and the latter are. held 
accountable for all drafting and system 
changes made after drawing release. 
Since it is felt that the accuracy of the 
initial layout and design is the respon- 
sibility of the supervisor, he is charged 
with all design and layout changes as 
well as the drafting and system changes 
that have gone through his group. 

In order properly to weigh final rat- 
ings both for speed and preciseness, 
separate ratings are determined for 
quality and for quantity, and these 
twin ratings are then combined into a 
final rating. 

Quality Rating is established from 
the draftman’s record by first taking 
the total number of checker’s correc- 
tions and changes as a percentage of 
the total number of units of work 
turned out by the draftsman. This 
percentage of incorrect work is sub- 
tracted from 100 to give the rating 
used. 

Quantity Rating is derived by con- 
sidering the number of units of work 
as against the total number of hours 
going into that work, thus yielding a 
work rate per hour. For this purpose 
the draftsman’s drawing time charges 
for the period are collected and charged 
to his record. The ratio of the indi- 
vidual draftsman’s work rate per hour 
to the over-all project average work 
rate per hour multiplied by 100 yields 
the quantity rating. 

Combined Rating. Quality and 
quantity ratings are next combined to 
give a final control rating. The com- 
bined rating is 100 minus the percent- 
age of incorrect work divided by the 
quantity ratio. 
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Finally the numerous “reasons for 
change” are carefully classified and 
codified under eight general headings 
and 28 specific reasons. Every draw- 
ing change made is then analyzed to 
ascertain the appropriate reason for 
change. Accurate information relative 
to the reason for each change is de- 
veloped by recording on each change 
notice the applicable change code num- 
ber. Subsequently, a reliable log of 
data forcefully pointing to the errors 
of greatest frequency of the whole 
group and to the particular weakness 
of each draftsman is accumulated. 

The ratings arrived at serve as an 
excellent impartial basis of draftsman 
selection, placement and replacement. 
This saves supervisory time, much of 
which might otherwise have to be de- 
voted to employee rating, and frees 
the supervisor for direct project work, 
thereby improving the quality of draw- 
ings turned out under his direction. 
More specifically, the supervisor has a 
monthly quantity-quality report of the 
progress of each draftsman and is in 
a position to control his draftsmen 
both in making work assignments and 
in overseeing the drafting. 

Quality control can equitably be 
used as a basis of incentive wage pay- 
ment in engineering. Control figures 
also become available against which: 
management can empirically appraise 
performance. Also, the publication of 
a draftman’s actual figure as against 
group, project or historic control fig- 
ures serves as a stimulus to the com- 
petitive spirit of draftsmen, impelling 
them to greater effort. 

One of the plan’s great advantages is 
at the same time a marked disadvan- 
tage. Since the device is an empirical 


mechanism, it leaves out of the rating 
personal, intangible factors such as 
knowledge, dependability and coopera- 
tion. 


Obviously, in making ratings, 
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certain weight should be given to rent ratings. By WALTER M. Miriscu 
the draftsman’s personal characteristics. and KENNETH R. Cote. Factory Man- 
Admittedly no attempt has been made agement and Maintenance, November, 
to provide for such factors in the cur- 1944, p. 101:4. 


Wartime Construction and Plant Expansion 


VER 86 billion dollars was spent on new construction, and for machinery 
and equipment other than combat items, in the three and a half years from 

July, 1940, to December, 1943. The total for the three and a half years imme- 
diately preceding the wartime period, January, 1937, through the first half of 
1940, was only about 40 billion dollars. Expenditures in the war period were 
not particularly large, however, when related to the very high gross national 
product of which they were a part. 

Total expenditures for capital investment more than doubled during the war 
period. The increase was largest in machinery and equipment purchases, which 
rose 150 per cent, as compared with 80 per cent for construction. The bulk of 
the increase was financed with public funds; private outlays remained about the 
same for both periods. As a result, public funds accounted for 61 per cent of 
the total expenditures during the war against 19 per cent for the earlier period. 

Investment directed primarily at war production comprised about 60 per 
cent of the wartime aggregate. Capital expenditures for war purposes more 
than accounted for the increase from the prewar period; there was a slight over- 
all decline in the expenditures in categories not directly related to the war effort. 

Industrial construction had a spectacular increase in volume, showing almost 
an eightfold rise from the prewar period. It accounted for 23 per cent of the 
war building, compared with 5 per cent prewar. The increase in private industrial 
building was relatively small and was concentrated largely in the raw-material 
producing industries—iron and steel, chemicals and non-ferrous metals. The 
major part of the total was government-financed war construction for use in mak- 
ing war products. 

The productive facilities having the least adaptability to peacetime output, 
either because of the nature of the war product or the limited civilian market 
for the peacetime output, are largely government-owned. Capital goods have also 
been purchased by the government for military use; equipment which normally 
would add to the ability to produce economic goods and services has gone to war. 
As a result, government expenditures for these items will affect the civilian 
economy only as a residual—in terms of what will remain after the war that will 
have effective peacetime utility. Nevertheless, the major effects of the wartime 
capital expenditures will derive from the publicly financed portion, which has 
expanded so markedly in contrast to private expenditures. 

—Survey of Current Business 10/44 


Surplus Materials Listed in New Publication 


Arar publication, the Surplus Reporter, which lists surplus materials for 
sale, has been launched by the Treasury Department. All eight commodity 
divisions of the Treasury’s Office of Surplus Property will be covered by editions 
at 10-day intervals. The eight divisions are furniture, hardware, machinery, 
automotive, textiles and wearing apparel, medical and surgical, paper and office 
supplies, and general products, 

The Surplus Reporter, which will be issued from each of the 11 Regional 
Offices of Surplus Property, will inform firms on the mailing list what the 
Treasury has for sale, the area in which material is located, and the general 
method which will be used to sell it. The selling will be done from each regional 
office, and it will no longer be necessary for persons to contact each of the 
11 regions. 

—The Wall Street Journe! 11/28/44 
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The Impact of Raw Material Changes 


ESEARCH laboratories are dis- 
covering new materials, and 
combination uses for new ma- 

terials and old ones. They are develop- 
ing new processes and new products 
from these new materials, and are 
improving old products by the use of 
the substitutes they had to devise to 
meet wartime emergency needs. Many 
of the discoveries made for war pur- 
poses will be turned to peacetime uses 
in the manufacture of civilian goods. 

These projects of wartime research, 
which promise to have a profound in- 
fluence on our peacetime economy, and 
especially on advertising, sales and in- 
dustrial design, will in many instances 
achieve the following: 

. Cut manufacturing costs and improve 
efficiency. 

. Develop new fields of application for 
company products. 

. Develop new products and improve 
old ones. 

. Develop more substitutes or alterna- 
tive materials. 

Category No. 4—alternative or sub- 
stitute products—is one that will bring 
about economic, manufacturing and 
social change and opportunities—to 
say nothing of possible changes in de- 
sign, advertising, and merchandising 
techniques. 

Twelve basic changes in the use of 
well-known materials which are open- 
ing new horizons for the manufacturer 
and the designer are listed below. 
There are hundreds of others which 
will affect the economies of thousands 
of products. But let us go through 
these 12, comparing new uses with 
old, to see the reason for this merry- 
go-round of one raw material sup- 
planting another. 

1. Plastic replaces glass: The 
modern airplane has proved the value 
of unbreakable plastic. The visibility 
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factor is one of the most important for 
automobiles, and the ultra-violet rays 
that penetrate the plastic will give you 
the suntan you could not get in a 
closed car. The economies are nil, the 
benefits enormous. 

2. Plastic replaces metal: Brass, 
which will be badly needed in the post- 
war housing boom, can well be re- 
placed by transparent plastics in the 
case of plumbing. Who would not be 
fascinated by actually seeing the inner 
working of water coming up through 
a transparent faucet? Some economy ; 
lots of sales appeal. 

3. Plastic replaces silk, twine, 
hemp, cotton, wool, etc.: The question 
of wear will be the deciding factor in 
the enormous expansion prophesied 
for this wonder of the chemists’ re- 
search. 

4. Glass replaces tin: There will 
never be a shortage of glass. Square 
glass cubes will show quality, also have 
a re-use value and take up less space 
than round metal containers, and they 
have sales appeal. 

5. Glass replaces brick and other 
building materials: Bubble-glass is the 
most effective insulation known. Three 
inches of it are more effective than a 
brick wall nearly three feet thick. 
Economy and utility will put it over. 

6. Glass replaces fabrics: Glass is 
the only material that can be made ab- 
solutely fireproof. In addition, certain 
types of glass fabric have a beautiful 
translucent quality. The selling price, 
however, will have to be reduced. 

7. Wood replaces metal: When 
lumber is worked with woodworking 
tools and machines, the cost for the 
production of millions of articles is 
very low. With the new hardening 
processes, wood may become a formid- 
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able competitor of metal as raw mate- 
rial, not only because of durability but 
also because of its beautiful grains and 
the fact that it can be painted easily. 


8. Wood replaces plastic: The cost 
of bending and shaping lumber by the 
Urea process will be considerably 
lower than that of laminating plastics. 
Again the beauty of grain, plus the 
new du Pont hardening process, will 
give stiff competition to many other 
raw materials on the cost front. 

9. Wood replaces porcelain: War 
aviation needs and performances have 
shown that laminated plastic and or- 
dinary plywood have an advantage 
over porcelain in all kinds of weather. 
Bathtubs of these astounding materials 
will be warmer, lighter and cheaper ; 
they are also easy to install, decorate 
and shape. They will be the first ones 
you can install in a trailer, if that in- 
terests you. Price is the main con- 
sideration. 


10. Minerals replace wood: Gyp- 
sum, asbestos and cement make sturdy 
panels which are fire-, vermin- and 
water-proof, and which won’t warp. 
These materials will form a substantial 
raw product, in some instances replac- 
ing lumber in the tremendous postwar 
building program. 





11. Minerals replace rubber: Coal 
and oil may give us tires which will 


run 100,000 miles. There may be sev- J 


eral varieties, with quick and slow 
reactions. While certain uses may be 
better served with synthetic rubber, the 
price will still be in favor of natural 
rubber when the war is over. 


12. “Metal replaces paper: Electri- 
cally coated by the Huber process, metal 
can be used for moisture-proof wrap- 
ping. It does not increase thickness to 
any greater extent than cellophane. 
Metal is still so essential in almost 
every industry that there is no fear of 
over-production at any time, no matter 
how many substitutes for it are found. 
The methods of use rather than the 
raw product itself will affect its 
economy. 


A continuous, changing cycle seems 
to be in the making. As soon as one 
raw material is used to replace another, 
the second one retaliates by going into 
another primary field. It is not just a 
merry-go-round. There is always an 
improvement involved. And_ these 
changes and improvements will be a 
prime factor in determining the product 
picture of the postwar era. By Mar- 
TIN JENTER. Advertising & Selling, 
August, 1944, p. 54:3. 


Wings for Suggestions 


| NLIKE most suggestion systems, which provide for cash awards, the Stude- 
baker Merit Award System is interesting because it is based on the pride 


motive rather than on the profit motive. 


The highest award for a suggestion in the Studebaker Corporation’s aviation 


plant in South Bend is a pair of gold wings. 


Silver wings are the next highest 


award, and honorable mentions are also awarded suggestions that have some 
merit but that would not necessarily speed up production or save man-hours. 
Engraved certificates suitable for framing and pocket cards also accompany 


every award. 


This plan has not only proved successful in stimulating suggestions but has 


aiso proved a good morale-builder. 
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—Industrial Relations 10/44 
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Acceptance of Orders for Postwar Delivery 


MINOR but significant phase of 
postwar planning, for a manu- 
facturer, is the question of 

whether to go after postwar business, 
now, or even the wisdom si accepting 
spontaneous orders from customers 
who want to be assured of prompt 
postwar delivery. A decision cannot 
wisely be delayed. Adoption of a well- 
defined policy is almost certain to yield 
better results and fewer headaches 
than drifting without a decision. 

In an effort to answer this question, 
Dun & Bradstreet reporters have re- 
cently completed a personal interview 
survey of a carefully balanced sample 
of about 450 manufacturers in the raw 
material, machinery, and durable goods 
industries. Reporters asked the fol- 
lowing simple questions: (1) Are you 
now accepting orders for postwar de- 
livery? (2) Do you require any down 
payment or-any type of guarantee of 
payment on a postwar order? -(3) 
Have you issued any circular to cus- 
tomers regarding placement of orders 
for postwar delivery? (4) Have you 
considered any survey regarding your 
postwar marketing problems? 

It was found that just about one- 
quarter of the concerns interviewed 
were definitely committed to a policy 
of accepting orders now for postwar 
delivery. Large concerns were notice- 
ably more often committed to this 
policy than small ones, and it was 
noticeably more prevalent among con- 
cerns in the North East and North 
Central States than in the South and 
West. 

It had been expected that manufac- 
turers of machinery and other highly 
fabricated items would be more fre- 
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quently booking postwar orders than 
producers of iron and steel and other 
basic materials, because of the need 
and possibility for planning tools and 
production facilities in advance of re- 
conversion day. This contrast ap- 
peared, as expected, between makers 
of iron and steel products and manu- 
facturers of machinery, the two broad 
industrial fields in which the greatest 
number of interviews were made. 
However, a more limited number of 
interviews in the electrical equipment 
and non-ferrous metals groups of in- 
dustries reveals an opposite pattern, 
with electrical concerns accepting post- 
war orders only one-third as frequently 
as the non-ferrous metals group. 

A manufacturer of packaging ma- 
chinery has employed his somewhat 
depleted sales force in a systematic 
canvass of all his customers, checking 
the age and state of repair of packag- 
ing machinery now in use and booking 
tentative orders for postwar require- 
ments. The salesmen are instructed to 
make sure that the orders are in line 
with bona fide needs and prewar capa- 
city. Orders which, in the opinion of 
the salesman, represent grandiose cus- 
tomer visions are discounted by the 
home office in planning postwar pro- 
duction. Likewise, they count more 
heavily upon orders which would re- 
place their own equipment than upon 
those instances where the salesman has 
booked a tentative order to replace a 
competitor’s equipment. 

On this basis, the manufacturer has 
reached the conclusion that 75 per cent 
of the dollar volume of orders already 
booked are likely to stick to the point 
of a sale and delivery. Customers will 
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be asked to make firm commitments 
as such times as the plant is ready to 
start producing the machinery, and it 
is planned to give delivery priorities 
governed by the needs of the customers 
and the dates at which the original 
commitments were made. Under this 
caution, he has already booked orders 
sufficient to occupy his plant at capa- 
city for two years after his war pro- 
duction contracts are terminated. 

In contrast to this, a manufacturer 
of office equipment has had a disap- 
pointing experience. A circular letter 
to his customers offering priority status 
for orders booked now, privilege of 
cancelation later, and no requirement 
of deposit and down payment brought 
responses from only one-half of. one 
per cent of the addressees. This was 
astonishing because of the large num- 
ber of customers known. to be defi- 
nitely short of office equipment. 
Several guesses were offered as to the 
possible reason. Some customers ap- 


pear to expect large sales of surplus - 


office equipment by the Army and 
Navy at the close of the war. Those 
customers engaged in war production 
have already been able to obtain neces- 
sary equipment under priorities; the 
rest are apparently too busy or don’t 
care. 

Indirectly, through these responses 
comes the history of a wholesale hard- 
ware concern which is actively solicit- 
ing postwar orders from its established 
customers. A special form is used, 
limiting this type of order to certain 
items of cutlery, household equipment, 
and other merchandise, for which the 
wholesaler is interested in appraising 
the postwar demand. Prices are to be 
those “existing at the date when the 
order is shipped.” The object of the 
wholesaler is to establish additional 
connections as distributor for high- 
grade products. He states that he has 
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already obtained a franchise as distrib- 


utor for a wider territory and on af 


better basis in two important lines than 
he had before the war. 

In one or two instances, mention has 
been made of a down payment or 
guarantee required in connection with 
such orders. Altogether only 15 per 
cent of concerns accepting postwar 
orders require such assurance. Quite 
naturally, this practice is twice as 
prevalent among manufacturers of ma- 
chinery as among suppliers of raw or 
semi-fabricated materials. 

The majority, comprising about 
three out of four concerns, though not 
at present willing to accept orders for 
postwar delivery, are by no means 
neglecting the study of their postwar 
marketing problems. Many of those 
who are accepting orders are at the 
same time making other efforts to ap- 
praise the nature of their postwar 
markets. Some confine this to the 
direct and simple procedure of circu- 
larizing customers. It was pointed out 
by some respondents that considerable 
embarrassment could result from ac- 
ceptance of spontaneous orders without 
giving notice to all customers. Inevi- 
tably other good and long-standing 
customers will some day learn that 
others stand ahead of them in line for 
deliveries. They will angrily demand 
why they had not been properly noti- 
fied of the chance to place their orders. 

However, the majority of the efforts 
at market appraisal are more extensive 


‘and complicated than circularizing the 


customers. They frequently involve 
substantial expenditures on carefully 
planned surveys and the retention of 
independent marketing consultants or 
research agencies. The comments in- 


dicate an awareness that misleading re- J 


sults and embarrassing decisions could 
stem from poorly planned or executed 
surveys. 
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Studies reported by the concerns 


au.swering this question are as follows: 
Manufacturers 
Reporting 
Subject of Survey Surveys 
Postwar Needs for Prewar Prod- 





GUO baste 0602084 CLES SE. 58 
Demand for New Products ...... 13 
New Outlets and Users 8 
Foreign Markets ......... pa 6 
Production Problems ... — 5 
. Dare cae 10 
SE, Bao ine Sowes kas 126 
(Total Interviewed) ............ A456 


As might be expected, surveys and 
studies designed to scan the future and 





appraise the problems before they are 
too near at hand are employed three 
times as frequently by large concerns 
as by small ones. Whereas 56 per 
cent of the concerns with an annual 
sales volume above $5,000,000 are cur- 
rently making or starting upon postwar 
marketing studies, only 19 per cent of 
the manufacturers with sales below a 
half million dollars report such activity. 
By WALTER MITCHELL, JR. Dun’s 
Review, September, 1944, p. 12:6. 


Organization for Export 


ANY manufacturers and dis- 
tributors whose activities here- 
tofore have been almost wholly 

domestic are eying foreign markets in 
the course of their postwar planning. 
Those whose plants have undergone 
wartime expansion see in the export 
field an opportunity to utilize some or 
all of their surplus facilities. Others 
are intrigued by the tempting plums 
awaiting the foreign trader. The more 
aggressive firms, in fact, are already 
laying careful plans to win their 
shares of foreign markets. 

A number of important decisions 
must be made by the firm entering 
international trade. Chief among these 


—indeed, a decision on which success 
of the venture may hinge—concerns 
the type of organization that will 
handle the foreign business. Should 
a separate domestic corporation be set 
up, or can an export department handle 
the business? Would a separate do- 
mestic company holding no investments 
and carrying on the entire sales op- 
erations abroad be preferable? Why 
not a foreign subsidiary ? 

As a guide to firms planning to en- 
ter the export field, we present below 
one company’s check list of the ad- 
vantages and limitations (tax-wise and 
otherwise) of the various types of ex- 
port organizations: 


Separate domestic corporation vs. export department to handle 





all foreign business, including foreign investments 





The advantages and disadvantages listed 
below are based on’ the assumption that no 
special tax advantages, such as exemption 
from excess profits tax [Sec. 727 (g) IRC] 
or exemption from surtax [Sec. 15 (b) and 
109 IRC] would accrue to ‘such company 
since it probably could not qualify for such 
exemptions any more than a branch of the 
parent company. 


Advantages of a separate company 
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a) A separate company can better attract 


and hold a specialized group of men skilled 
in export operations, 

b) A separate company must keep com- 
plete records of its operations. The over-all 
result of export operations becomes more 
readily available to judge the efficiency with 
which such operations are carried on. 

c) Policies designed to promcte foreign 
trade can be put into effect without subor- 
dinating them to domestic policies 

d) A slight tax advantage with respect to 
excess profits taxes might accrue if separate 
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returns are filed. In this case exemption 
from excess profits tax would be measured 
by the new capital paid in. Such subsidiary 
company’s exemption must be measured 
against the decrease in the parent’s exemp- 
tion as provided under Sec. 713 (g) (4) or 
from the parent company’s increase in hold- 
ings of inadmissible assets. 


Disadvantages of a separate company 


a) A separate company is _ necessarily 
more expensive in respect to commercial and 
administrative expenses than an export de- 
partment. 


b) An intercorporate dividend tax aggre- 


Il 





gating 6 ~er cent of such dividends is im- 
dosed uness consolidated tax returns are 
aled. If such returns are filed, an additional 
2 per cent tax is levied on consolidated net 
incom 

c) am the event of recurring losses, such 
losses cannot reduce taxes currently unless 
consolidated returns are filed. If consoli- 
dated returns are not filed, then the sub- 
sidiary’s operating losses would be converted 
to capital loss which for all practical pur- 
poses may never bring any tax benefit to the 
parent unless the loss can be qualified as a 
loss on worthless stock of an affiliated cor- 
— under Sec. 23 (g) (2) and (4) 
IRC. 


Separate domestic company holding no investments and carrying on 





entire sales operations abroad vs. an export department 





In this case it is assumed that the sub- 
sidiary company can qualify for exemption 
from the 16 per cent surtax [Sec. 15 “+) 
and 109 IRC] and/or from excess proats 
taxes by carrying on its operations =: tha‘ 
all its gross income is from sources outsic« 
the United States. 


Advantages of a separate company 


a) The advantages listed under I (a) to 
(c) apply with equal force. 
) The advantage under I (d) will in all 


probability be increased even though the 
same measures are used. 

c) If the company qualifies under Sec. 
109 IRC by deriving almost all its gross in- 
come from within the Western Hemisphere, 
a surtax exemption of 16 per cent can be 
secured with respect to its surtax net in- 
come. 


Disadvantages of a separate company 


The disadvantages are identical 
those listed under I. 


with 


Foreign subsidiary vs. branch of a domestic export subsidiary 





corporation operating abroad 





Advantages of a foreign subsidiary 

a) Can be financed out of its own surplus 
without diminution by higher rates of tax 
imposed by the U. S. Government. 

b) It can more readily adapt its policies 
to meet foreign conditions and competition. 

c) It can serve as a vehicle for the in- 
vestment of funds in the business by local 
business men. 

d) It might not be discriminated against 
to the same extent as a branch in connection 
with holdings of real estate. 

e) It may receive a better customer ac- 
ceptance than a branch office, especially with 
respect to contracts with the local gov- 
ernments. 

Disadvantages of a foreign subsidiary 

a) Difficulties may exist in some coun- 
tries in meeting requirements of residence 
by members of the Board or officers of such 
company. 

b) In some countries a tax is levied on 
dividends paid to non-resident shareholders 
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but no tax is levied on profits remitted by 
a branch to its home office. 

c) In the event of losses, such losses will 
produce no current tax advantage and will 
be deferred until its eventual liquidation. 

d) In the event of a partnership between 
a United States national and a foreign na- 
tional in a company on a 50-50 basis, a 
United States national may suffer dispro- 
portionately by the Ioss of a foreign tax 


credit. 


e) Dividends from a foreign subsidiary 
are subject to excess profits taxes or normal 
and surtaxes in the hands of its parent if 
the parent is on the average income basis. 
Dividends from a domestic corporation are 
taxed only at an effective rate of 6 per cent 
(15 per cent of the dividend times the 40 
per cent rate). If the operations are such 
as would meet the Western Hemisphere 
Trade corporation test or exemption from 
excess profits taxes, then a substantial tax 
disadvantage may be suffered by the parent 
company. 
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Winning Back the Salesman in Service 


OME alert companies from the start have been aware of the forces that may 

draw both old and potential salesmen in service away from peacetime market- 
ing positions. A summation of their salesmen relations activities produces the 
following check list of measures any management may take with the expectation 
of dividends : 

1. Organize a mailing list of the ex-salesmen in service you want back. Make 
sure they get copies of house organs, bulletins, special sales notices, and 
current advertising matter. 

2. Encourage executives and home-office employees to write to these salesmen 
periodically and make them feel that although they’re in the Army or Navy 
they’re still one of the old gang. 

3., Let your salesmen know the company is proud of what they’re doing, and 
if you have a plaque or scroll containing names of employees in service 
don’t forget to tell them all about it. 

4. Inform them that everybody in the office is backing them up, buying War 
Bonds and so on, although this may seem minor in view of sacrifices your 
salesmen are making. 

Tell them about company’s expansion plans and how they, as salesmen, 
fit into the postwar plans. 

6. Intimate that the company is giving serious consideration to the question 
of salesmen’s compensation. If the prewar compensation plan wasn’t just 
right, don’t be afraid to admit it. 

Send samples of the company’s product or products if they can be utilized 
by men in service. Many organizations regularly send off cartons of 
sweets, cigarettes or pipe tobacco. 

8. Companies that have promised salesmen their old johs after the war should 

send out constant reminders of that fact. 


un 
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—NModern Industry 6/15/44 


Co-op Progress 


| Faget year cooperatives in the United States did a record-breaking business 
of $3,250,000,000, serving 2,500,000 families. Marketing groups sold $2,500,- 
000,000 of produce for their farmer members, while consumer groups sold to 
their customers $750,000,000 of goods. 

There are now 5,000 retail consumer cooperatives in the country, in addition 
to thousands of credit unions for loans and savings, co-ops selling insurance, 800 
rural electric companies. In the 1942-43 marketing season there were 10,450 
producer co-ops in action—l1 times as many as in 1912-13, when producers were 
beginning to band together to sell their crops. Funeral service co-ops now do an 
annual business of some $300,000. 

The retail co-op stores sell groceries, gasoline, farm equipment, clothing. 
They buy through 30 wholesale co-ops, and through other cooperatives own 112 
factories. 

Co-ops in this country already own two banks, one in Indiana and one in 
Ohio. They are forming their own recreation societies, organizing the National 
Cooperative Finance Association to make loans to co-ops, plan a magazine—to 
be called Co-op—when paper is available, and maintain representatives at Wash- 
ington to watch out for their interests. 

Co-ops are helped by federal tax laws, which assess neither income nor 
excess profits taxes on their profits. Tliis treatment is leading to increasingly 
active opposition from various business groups, expressed most vocally now by 
the National Tax Equality Association. 

—Grorce Grimes in The Wall Street Journal 10/13/44 





e AS AN INCENTIVE under the Sixth War Loan drive, the New York Life 
Insurance Company granted a one-day holiday with pay to each of its employees 
who sold 12 or more war bonds as members of the Blue Star Brigade. 

—The Conference Board Management Record 11/44 


Is Diversification a Postwar Panacea? 


T is clear that business is, almost unanimously, looking upon diversification as 

a basic formula for finding postwar sales volume for expanded plant. Food 
companies plan to make small electrical appliances, brewery companies to manu- 
facture frozen food refrigerators, Practically everybody is planning to diversify. 
rane , time someone asked: Will diversification take up factory slack—at a 
proht 

While diversification is in many cases a powerful factor in building sales 
volume, we are naturally suspicious of business panaceas to which everybody 
flocks. And there’s still considerable merit in that old adage about sticking to 
your knitting. So we suggest that you ask yourselves these questions before 
you diversify: 

1. Can you compete, profitably, with established manufacturers in new fields 
which you plan to enter? 

2. Can your present sales force sell your contemplated new lines—or will 
separate sales force be necessary? Have you considered problems involved in 
building another sales force? 

Will your new lines sell through your present outlets—or through new 
outlets—or in new departments of department and other departmental stores? 
Are you known in these new outlets and new departments? Will your present 
sales force have knowledge, time and experience to sell these new articles and 
new departments? 

f some manufacturer, never before in your field, were to announce his 
intentions to encroach on your preserves, would you feel that his chances of 
succeeding in your field are pretty small? Isn’t it possible that you may be in 
precisely that same position when you plan to enter some new field in which 
there is powerful competition? 

5. Will new line demand undue time from your executive staff? Will it 
intrigue your executives, with result that established lines are neglected? 

6. What do you know about new fields you plan to enter? What market 
studies have you made of new market—if any? 

7. Have you considered fact that established manufacturers in the new 
field may also have expanded plant facilities and may be able to reduce costs 
to point you cannot match? Have you made mistake of assaying your new field 
on prewar basis? 

8. Have you fully explored all possibilities of your established lines? If 
you have found new ideas in totally foreign fields, isn’t it possible that some 
other manufacturer has found new ideas in your field? Wouldn’t you do better 
with merely fair idea applicable to your own field as compared with brilliant new 
idea in field about which you know next to nothing? 

9. Will your established prestige help you enter new field—or is new field 
so completely foreign that there is no connection between two? Will new field 
you plan to enter redound to prestige of your established lines? 

10. Can you afford advertising budget in new field that will enable you to 
meet advertising competition of established manufacturers? Will that budget 
milk appropriation that would normally be set aside for bread-and-butter lines? 

—Grey Matter 8/44 





e ACCORDING TO U. S. Department of Labor, 65 out of every 1,000 workers 
on factory payrolls changed jobs or quit manufacturing work in the most recent 
month for which a report is available—49 quit, 7 were discharged, 5 were laid off, 
and 4 went into military service. During the same month 62 persons were hired 
per 1,000 employees. Thus a 3 per 1,000 decrease in workers employed occurred. 

—GLENN GARDINER in Management Information 





e THE TEXAS COMPANY purchased a $100 war bond as a Christmas gift 
for each of its 5,000 employees on military leave of absence. Last year the com- 
pany gave $50 bonds to its aoe | in the services. 

—The Conference Board Management Record 11/44 
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14 Points in Pension Plans 


T a recent meeting of the Hart- 
ford Control of the Controllers 


Institute, Meyer M. Goldstein 
discussed 14 questions that are fre- 
quently asked by companies consider- 
ing the adoption of an employee pen- 
sion program. A digest of his remarks 
is given below. 


1. Should we have an employee bene- 
fit program? 


Most employers have employee bene- 
fit programs of some sort. In other 
words, management usually has some 
kind of policy that it evokes when any 
of the following four events occurs: 


a. An employee becomes totally 
disabled. 

b. An employee is superannuated. 

c. An employee dies during active 
service. 

d. An employee severs employ- 
ment, voluntarily or involun- 
tarily. 


2. What will our company gain from 
an employee benefit program? 


When an employee becomes totally 
disabled or aged, an employer actually 
has only three choices. First, he can 
fire such an emplyoee—a policy which 
hurts morale. Standing alone, the old- 
age benefits provided by the Social 
Security Act are inadequate. The sec- 
ond choice of management is to “kéep 
him on the payroll.” This involves a 
steady accumulation of fixed overhead 
in bad business years as well as good 
ones. Such procedure could result in 
a company’s becoming top-heavy in 
overhead and non-competitive. 

No accountant will permit an em- 
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ployer to neglect to set up a deprecia- 
tion account to write off the deprecia- 
tion of plant and equipment. It is 
likewise unsound business practice to 
fail to set up an account covering the 
depreciation of human machinery. 
Furthermore, it is just as illogical to 
write off the depreciation of a human 
being after he has completed his years 
of service as it would be to use a ma- 
chine in one period and write it off 
in another period, especially if the 
machine was used during a profit 
period and written off during a loss 
period. 

The third choice of management is 
the soundest and most economical in 
the long run. This is to set up a sink- 
ing fund in the form of a formal plan 
or trust fund. Into this plan or trust 
fund the employer contributes through 
the years in accordance with his ability 
and willingness to pay. From this 
sinking fund payments are made to 
employees who become disability or 
age pensioners. Such a plan will re- 
sult in improved employee morale, in- 
creased efficiency, and decreased turn- 
over ; and it will minimize labor discord 
and strikes. 


3. What type of employee benefit 
program should we have? 

This depends primarily on the ability 
and willingness of the employer to pay 
the cost of the benefits. It is necessary 
to analyze the problem and evolve a 
program that will be consistent with 
the employer’s budget. 


4. What will it cost this year? 
A plan can be designed to meet any 


budget. 









5. What will it cost in subsequent 
years? 


Careful attention must be given to 
costs in subsequent normal-profit years. 
Management should compare prospec- 
tive future costs with past and esti- 
mated future profits. Then a perma- 
nent employee benefit program can be 
designed consistent with the company’s 
ability and willingness to pay in the 
complete cycles of peak, normal and 
bad years. 


6. What about years of bad busi- 
ness? 


A plan can be devised which permits 
of little or no payments by the em- 
ployer in bad business years. This 
flexibility is possible under a pension 
plan as well as a profit-sharing plan. 
A mistaken notion among some em- 
ployers is that it is necessary to saddle 
their companies with a straightjacket 
of fixed annual contributions in order 
to have a pension plan. Flexibility of 
employer contributions is feasible (and 
permissible under the Internal Rev- 
enue Code). Also, an employer is 
free to “write his own ticket” as to 
the amount and type of benefits, if any, 
in the event of severance of employ- 
ment, death of employees in service, 
etc. (provided such provisions are non- 
discriminatory ). 


7. Have we the power to alter or 
terminate the program? 


Management may alter, amend or 
terminate the program at any time— 
in whole or in part—at its sole discre- 
tion. However, proper safeguards must 
be incorporated to protect the em- 
ployees with respect to any funds pre- 
viously accumulated, and care must be 
taken to meet the Commissioner of 
Internal Revenue’s test of “perma- 
nency” of program. 
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8. What employees should be eligible 
for participation in the program? 


This is one of the most important 
decisions of management. It goes 
much deeper than the question of tem- 
porary high tax rates or wage stabili- 
zation. It involves a long-range de- 
cision with reference to the maintenance 
of sound employer-employee relations 
in the event of disability, old age, sev- 
erance of employment, or death of 
employees in service. 


9. What benefits should be included 
in the program? 


Again, the question of benefits in- 
volves a careful evaluation by manage- 
ment of the benefits to both employer 
and employee in relation to the stated 
budget. For instance, should the pro- 
gram be confined to age retirement 
benefits only, or should it encompass 
disability benefits and perhaps death 
benefits—even though inclusion of dis- 
ability or death benefits might mean 
a reduction of the age retirement bene- 
fits in order to keep over-all costs 
within the employer’s budget? 

One popular misconception is that it 
is essential to maintain a fixed relation- 
ship between one benefit and another 
—for instance, that death benefits 
must be in the ratio of 100 times the 
monthly retirement income benefits 
(i.e., a $100 monthly pension carries 
with it $10,000 of insurance). This 
mistaken notion has arisen because 
that is the usual relationship in the 
typical annual premium retirement in- 
come policy plans of many life insur- 
ance companies. 

The fact is that a program may be 
designed without any death benefits or 
with any amount of death benefits de- 
sired by the employer. Similarly, the 
program may be “tailor-made” to com- 
bine any amount or type of benefits to 
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employees in the event of age retire- 
ment, disability, or severance of em- 
ployment. The important thing is that 
the employer should design the pro- 
gram he wants and then select the 
financing methods to carry out his 
wishes. 


10. How about taxes? 

Basically, pension plans have been in 
existence in this country for over 60 
years. During this time there have 
been only two periods (both wartime) 
when high corporate taxes were a suf- 
ficient incentive to lead management 
to establish or continue such plans. 
Hence in over 50 of the 60 years, man- 
agement has established or maintained 
employee pension plans because they 
have been found good for the business. 

An employee benefit program should 
be designed in the light of a projected 
postwar tax and profit structure. In 
other words, we should try to design 
an employee benefit program based on 
a 1947 model of a 40 per cent cor- 
porate tax instead of a 1944 excess 
profits tax model of up to 85% cents. 
On the other hand, management should 
employ the flexibility permitted by the 
Internal Revenue Code in order to 
finance as much of its costs as is .al- 
lowed during the recurring cycles of 
high profits and high taxes. 


11. How about salary stabilization? 

An employee program should be de- 
signed today in the light of the em- 
ployer’s conception of his postwar com- 
pensation plans, and on the assumption 
that there will be no salary stabilization 
law in effect at that time. A sound 
employee benefit program is built on 
top of, and is in addition to, adequate 
and competitive basic compensation 
levels. 


12. What about the employer-em- 
ployee relations aspects? 
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A study by the Pension Planning 
Company showed that three plans, con- 
fined to employees earning over $3,000 
annually, included one out of six em- 
ployees with 15 or more years of serv- 
ice. In other words, five out of six 
of such 15-year service employees did 
not participate in the employee benefit 
programs of those companies. 

An employee benefit program which 
fails to take into account the adverse 
effects some of its provisions might 
have on employer-employee relation- 
ships can injure worker morale, de- 
crease efficiency, increase turnover, and 
aggravate labor discord. 


13. What is a fair cost to stock- 
holders? 

This problem must be studied sep- 
arately by each company. In some 
organizations the profit margins are 
wide, while in others they are very 
narrow. Also, some companies have 
a steady flow of profits, while others 
have recurring cycles of feast and 
famine. There are cases on record in 
which sound employee plans have 
helped companies get out of the red. 


14. What financial method should we 
consider? 


An employer has three financial 
methods available: (1) A trust fund 
invested in securities, such as U. S. 
Government bonds, etc. This is often 
called a “self-administered” or “trus- 
teed” fund. (2) A group contract 
with an insurance company. (3) A 
pension trust which buys individual an- 
nuity policies for each participant, usu- 
ally with life insurance. Each of these 
financial methods has advantages and 
disadvantages. The trend is toward 
a combination of financial methods in 
order to incorporate most of the ad- 
vantages and eliminate most of the dis- 
advantages inherent in each. 








Advance Planning for Termination 


given the responsibility of organ- 

izing your company for probable 
termination of its war contracts (all of 
which are fixed-price supply con- 
tracts), and of administering the ter- 
mination work. You may be a vice 
president, sales manager, controller, 
lawyer or engineer; but whatever you 
are, you must be one of the most 
capable organizers and administrators 
in your company. Let us also assume 
that you have diligently studied the 
Contract Settlement Act of 1944, Pro- 
curement Regulation No. 15, Termina- 
tion Accounting Manual TM1I4~-1005, 
the Contractors’ Guide issued by the 
War Department, and the regulations 
issued by the Navy Department and 
other procurement agencies. As yet, 
you have no organization or procedures 
established. Some terminations have 
been experienced, which somehow 
were muddled through, and it is ap- 
parent that orderly processes must be 
evolved before extensive terminations 
take place, or you will be faced with 
a chaotic situation that might seriously 
endanger the financial stability of your 
company, and certainly will hamner the 
orderly transition to peace production. 
What must you do now? 

The keystone of the termination or- 
ganization of a company should be the 
Board of Review or Policy Committee, 
whose function it should be to establish 
polices for termination settlements and 
to approve all settlement proposals be- 
fore transmittal to the customer. The 
Director of Terminations should be a 
member of the Board of Review. The 
other members of the board would 
depend upon the character and com- 
plexities of the business. In most com- 
panies, the heads of the sales, manu- 


! ET US assume that you have been 
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facturing, production control, financial, 
controller and legal departments would 
comprise the Board of Review. Where 
a company has more than one plant, 
a board should be established at each 
plant to review settlement proposals, 
which should then be transmitted with 
its recommendations to the company 
board for final approval. From a prac- 
tical standpoint, it probably will be 
found desirable to establish a minimum 
amount for proposals to be submitted 
to the board. The responsibility for 
approving smaller proposals could be 
delegated to the Director of Termina- 
tions, the sales manager, or others. 
The functions of the Director of 
Terminations are: (a) to carry out the 
policies established by the Board of 
Review; (b) to establish workable 
procedures to obtain expeditious com- 
pilation of settlement proposals; and 
(c) to coordinate the efforts of the 
various departments involved. The 
director should work through persons 
assigned in each department to direct 
the work incident to terminations, such 
persons having been selected from 
those most capable in the departments. 


The responsibilities of the depart- 
ments most affected by terminations 
are generally as follows: 


Sales Department 


1. To send prompt notification of termi- 
nation to all departments affected thereby. 

2. To review settlement proposals com- 
puted in the accounting department before 
transmission to the Director of Terminations 
for submission to the Board of Review for 
approval. 

3. To process settlement proposals after 
they have been approved by the Board of 
Review and to negotiate final settlements 
with the customers. 


Production Control Department 


1. To stop all work incident to the termi- 
nated contract promptly after notification of 
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termination has been received from the sales 
departments. 

2. To take inventory of work in process 
incident to the terminated contract and to 
deliver the materials to termination stores. 

3. To help the purchasing department de- 
termine what outstanding subcontract and 
purchase orders incident to the terminated 
contract should be canceled. 

4. To determine what raw materials in 
inventory were purchased for use on the 
terminated contract, supervise the inventory- 
ing thereof, and authorize removal to termi- 
nation stores. 


Stores Department 


1. To provide adequate storage space for 
materials acquired or produced incident to 
terminated contracts. 

2. To check the materials delivered to ter- 
mination stores by the production control 
department, against a copy of the inventory 
sheet. 

3. To approve the inventory sheet and for- 
ward it to the accounting department for 
pricing. 


Purchasing Department 

1. To notify all subcontractors promptly 
by telegraph to stop work and instruct them 
to notify their subcortractors accordingly. 

2. To send letters to all subcontractors 
confirming the telegraphic notification and 
instruct them what must be done thereafter. 

3. To get settlement proposals or releases 
of claims from subcontractors. 

4. To subject settlement proposals of sub- 
contractors to preliminary review. 

5. To dispose of materials which cannot 
be diverted to other jobs. 


Accounting Department 


1. To control by means of a progress 
schedule the progress of all the work incident 
to the compilation of the settlement proposal. 

2. To evaluate the inventory. 

3. To accumulate post-termination ex- 
penses. 

4. To compile the settlement proposal. 

5. To review and verify subcontractors’ 
proposals and maintain a file of reports 
thereon. 


When notice to terminate a contract 
is received, it is important that all work 
on the contract be stopped within a 
reasonable length of time. Once work 
has been stopped on the terminated 
contract, it is the responsibility of the 
production control department to di- 
rect the taking of inventory of all parts 
and materials acquired or produced for 
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the contract, and of removing them to 
termination storage. 

If the physical inventory has been 
carefully recorded by the termination 
inventory crew, it should not be diffi- 
cult to compile the required termina- 
tion inventory schedules. These sched- 
ules are as follows: 


Form 2a—Metals in Mill Product Form 
A separate schedule is re- 
quired for each classification 
of metal. 

Form 2b—Raw materials, Purchased 
parts, Finished components, 
Finished products, and Miscel- 
laneous 
A separate schedule is re- 
quired for each of the afore- 
mentioned classifications. 

Form 2c—W ork in Process 

Form 2d—Dies, Jigs, Fixtures, etc., and 
Special Tools. 


The conglomerate nature of inven- 
tories incident to terminated contracts 
makes it desirable to provide separate 
storage for termination inventories 
where they can be separated according 
to contracts. When adequate separate 
storage space is not available, materials 
inevitably will be lost or damaged and 
the contractor will be denied the right 
to include such materials in the inven- 
tory that is the basis for his settlement 
claim. 

After the inventory has been counted 
and has been vouched for by the ter- 
mination storekeeper, it should be the 
responsibility of the accounting depart- 
ment to evaluate the inventory. When 
the inventory has been evaluated and 
the costs of other direct charges inci- 
dent to the contract have been deter- 
mined, the overheads applicable to the 
contract should be determined and the 
company’s settlement proposals com- 
puted in accordance with the methods 
prescribed by the director with the ap- 
proval of the Board of Review. This 
computation should then be referred to 
the sales department for review to see 
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if there are any unusual circumstances 
that should be taken into consideration, 
and subsequently referred to the Di- 
rector of Terminations for submission 
to the Board of Review. 

From an address by Dundas Peacock 


Insurance 


before the Fifty-Seventh Annual Meet- 
ing of The American Institute of Ac- 
countants. 


Note: This paper covers the problems of 
termination in much more helpful detail than 
is possible to present in an abstract.—Eb. 


Group Insurance Survey 


INDINGS of a nation-wide study 
| ee group insurance programs now 

in effect have been announced by 
the National Physicians Committee for 
the Extension of Medical Service, to- 
gether with the results of employer- 
employee opinion surveys on the sub- 
ject of group coverage. 

Surveys conducted by Opinion Re- 
search Corporation indicate that only 
5 per cent of all the people are con- 
cerned about the cost of ordinary 
illness. But 63 per cent—85,000,000 
people—believe that an easier method 
of meeting the cost of unusual illness 
or surgery can be provided. Through- 
out the nation 22.per cent of all em- 
ployed persons work for firms which 
cooperate with employees in providing 
some plan for paying the costs of se- 
rious illness. About 16 per cent of 
the workers have availed themselves 
of the opportunity to participate in 
such protection. 

An analysis was made of group in- 
surance programs actually in operation 
in 1,327 business and industrial firms, 
employing 4,109,443 workers. Ninety- 
one per cent—or 3,760,468—of the em- 
ployees in these concerns are covered 
by some phase of the insurance pro- 
grams. Types of coverage include life 
insurance, disability benefits, hospital- 
ization and surgical care benefits, and 
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to a lesser extent, medical care. The 
programs variously cover one or any 
combination of these types of coverage. 

In some instances the employer pays 
all the costs of the group insurance 
protection. In other cases the employee 
pays for the protection through volun- 
tary payroll deductions. But in a large 
majority of cases the cost is shared by 
employer and employees. 

Of the programs studied, 1,223—or 
92 per cent—provided life insurance 
either alone or in combination with 
some other type of coverage. Hospital- 
ization protection, either alone or with 
other benefits, is afforded by 1,039 
programs covering 2,352,244 employ- 
ees—77 per cent of firms surveyed and 
62% per cent of employees involved. 

Overwhelming sentiment in favor of 
the group insurance programs was ex- 
pressed by company executives. Of 
1,043 firms answering a question re- 
garding the effect of the insurance 
program on employee morale, 969, or 
almost 93 per cent, expressed the 
opinion that employee morale was 
definitely enhanced. Of 989 firms an- 
swering as to the influence on employer- 
employee relations, 931, or 94 per cent, 
asserted that such relations were de- 
cidedly improved through the opera- 
tion of the insurance program. 

Regarding the effect of group insur- 
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ance cooperation on absenteeism, there 
was more divided opinion. Only 44 
per cent of the companies answering 
this question were convinced that there 
was any appreciable influence on the 
perplexing problem of absenteeism. 

A tabulation of 20 typical companies, 
whose employee benefit programs em- 





brace life disability, hospitalization 
and surgical care insurance, and pen- 
sion and annuity plans, showed that 
these companies paid to employees or 
beneficiaries from 1908 to 1944 a total 
of $466,646,321 in benefits. 

The Weekly Underwriter, December 
2, 1944, p. 1221:2. 
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Property Protection on V-Day 


6 koe Jewelers Circular-Keystone, an influential paper in the jewelry trade, 
has formulated a program based in part on recommendations of Police Com- 
missioner Valentine of New York City, which retail jewelers are urged to adopt 
to protect their stock and premises on V-Day. It is a program that might well 
be adopted by other lines of business. If generally accepted, it could bottle up 
damage and claims within reasonable limits. 

Here is the suggested program: 

1. Have boarding ready to put over your windows and doors, making sure 
that there are means for attaching it securely to the store front so that 
it can be erected without a moment’s delay. 

Have signs ready to post on the outside of the store notifying the public 

that you are closed for V-Day. 

. If the word comes during store hours, clear the store of customers at 

once, explaining that you are closing immediately because of V-Day. 

Put away all valuable merchandise from windows and showcases, and all 

cash and records just as in closing up at night. 

If the news arrives before the store opening hour, do not open but go 

to the store at once and erect your window boarding. and post -your 

notices. 

6. Have an advertisement ready and on file with your newspaper announcing 
the store closing so that it can be inserted at a moment’s notice when the 
time comes, 

7. See that your employees are notified of all arrangements. If their help 
is needed to put the arrangement into effect, see that the part which each 
one is to do is specifically delegated to him, and that he clearly under- 
stands what he is to do. 

8. Go out and do your own celebrating in whatever way you choose, but 
don’t forget to include a little prayer of solemn thanksgiving. 

—Lronarp S. McComss in The Spectator 10/12/44 


we & 


Life Insurance Picture 


She nation’s life insurance picture was recently mirrored in an informative 
address by Julian S. Myrick before the General Agents and Life Managers 
Association of Boston. Some of the statistics cited by Mr. Myrick: 

There are 68,000,000 policyholders owning coverage in private carriers, and 
they have approximately $144,000,000,000 of insurance, while the carriers have 
$40,000,000,000 in admitted assets. Veterans of World War I have 589,407 gov- 
ernment policies in force, and the insurance in force totals $2,491,000,000. Assets 
back of this total $1,123,000,000. World War II national service life insurance 
held by the men and women now in the armed services totals approximately 
$121,000,000,000, approxiniately 16,000,000 insurance certificates having been issued 
as of September 1. Americans have always been life insurance-minded people, 
owning 70 per cent of the life insurance in force in the world—though America 
has only 7 per cent of the world’s population. Incidentally, life insurance com- 
panies at the present time have 40 per cent of their total assets invested in 
government bonds. 

—The Weekly Underwriter 11/25/44 








NE of these days the war in 
Europe is going to come to an 
effective close. The pressure 
will be eased or the lid may come off 
completely, and exuberant crowds will 
throng the streets. Police forces will 
be outnumbered and hard put to pre- 
serve even a semblance of order. 
Hotels, motion picture theatres, drug 
stores—retail houses of all kinds, for 
that matter—will be especially vulner- 
‘able to damage. It is imperative there- 
fore that adequate V-Day coverage be 
obtained. 


Since both a riot and civil commo- 
tion involve many assembled persons, 
the question of adequate V-Day pro- 
tection for destruction caused by an 
individual celebrant who is not part of 
a crowd poses a special problem. For 
coverage against damage by either the 
crowd or the individual the insured 
needs the Extended Coverage Endorse- 
‘ ment with the Vandalism and Mali- 
cious Mischief endorsement attached 
or a Riot and Civil Commotion policy 
with the Vandalism and Malicious 
Mischief endorsement attached when 
the Extended Coverage endorsement is 
not attached to a fire insurance policy. 

In the settling of claims originating 
under Riot and Civil Commotion poli- 
cies and Extended Coverage endorse- 
ments, borderline cases are frequent. 
It is the custom of most companies to 
give the insured the benefit of every 
doubt and dispose of claims as gen- 
erously as all the facts and circum- 
stances surrounding property damage 
to a certain risk occurring on V-Day 
permit. These facts or conditions may 
or may not be construable as establish- 
ing a loss by “riot,” “civil commotion,” 
“malicious mischief” or “vandalism.” 
However, company executives lean to 
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Coverage for V-Day 


the opinion that where policies cover 
against riot and civil commotion, they 
are liable (subject to policy exclusions 
of consequential losses and theft other 
than “pillage and looting”) for losses 
attributable to the wild, exuberant and 
tumultuous actions of crowds of V- 
Day celebrants. 

The California Retailers Association 
has circularized its members pointing 
out the desirability of reviewing their 
present insurance policies with agents 
or brokers to make certain that proper 
coverage is provided for damage or 
destruction to members’ property as a 
result of V-Day celebrations. 


Some members of the Association 


are requesting specific interpretations 


of the terms “Riot and Civil Commo- 
tion” and “Vandalism and Malicious 
Mischief.” They are also asking for 
specific interpretations of the provi- 
sions of the Supplemental Contract and 
Extended Coverage endorsement. 


The American Hotel Association 
has also advised its members to obtain 
Riot and Civil Commotion and Van- 
dalism and Malicious Mischief cover- 
age if they have not already done so. 
The A.H.A. bulletin emphasized the 
recent rate reductions in Vandalism 
and Malicious Mischief coverage. 


The California Surplus Line Asso- 
ciation has issued a bulletin advising 
that Insurance Commissioner Garrison 
has ruled that V-Day insurance may 
be placed in unlicensed foreign carriers 
providing the following conditions are 
observed : 

1. To cover all damage to property not 

otherwise specifically insured which 


may result from the acts of celebrants 
during a stated period. 


2. To be written for a non-cancellable 
period of one year to cover such loss 
or damage occurring during the pe- 
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riod of not exceeding 72 hours fol- Lloyds, London, is actively soliciting 


lowing such announcement of the con- : * : : o”_ 
den, ak ae ae ee or this business but is not accepting in 


Pacific wars, or both, if occurring surance on night clubs, tap rooms or 
within the policy period. drug stores. 


3. This coverage will apply as excess in- By Leonarp S. McComss. The 


surance over and above existing spe- 


cific insurance, Spectator, October 12, 1944, p. 26:2. 


Insurance Co-ops 


C OOPERATIVE insurance companies sell all kinds of life, health, fire, casualty 
and liability insurance. Co-op spokesmen point to the insurance of school 
buses in 12 states and the District of Columbia as an example of cooperative 
savings. When cooperative underwriters began insuring buses for property 
damage and personal liability, the rate was fixed at $45 a year per bus, when 
the average rate charged by private companies was $60. In two or three years 
the co-ops had profited 60 per cent on this insurance, so the rate went down—to 
$28, to $22, and now to $10.50 per bus per year. 

—Grorce Grimes in The Wall Street Journal 10/13/44 








AMA INSURANCE CONFERENCE 


The Insurance Conference of the American Management Association 
will be held on Monday and Tuesday, March 12-13, at the Hotel New 
Yorker, New York. 
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PRODUCTION HANDBOOK. Edited by L. P. Alford, John R. Bangs and George 
E. Hagemann. The Ronald Press Company, New York, 1944. 1,676 pages. $7.50. This 
manual covers intensively the problems of directing the men, materials and machines of a 
manufacturing establishment. Subject matter includes: plant organization; production 
planning and control; production control systems; purchasing; materials control and 
standardization; storekeeping; time study and operation analysis; motion study—work 
simplification ; inspection; quality control; plant layout; machinery; tools, jigs and fix- 
tures; materials handling; job estimating; job evaluation; merit rating; wage plans; plant 
maintenance; classifications and symbols; principles of management; measures of per- 
formance manufacturing costs; factory budgets; plant personnel. Indispensable for 
production executives and industrial libraries. 


BUREAUCRACY: A Challenge to Better Management. By J. M. Juran. Harper 
& Brothers, New York, 1944. 138 pages. $2.00. A racy and refreshing analysis of 
management efficiency in the Federal Government. Mr. Juran follows his criticism of 
conditions in the government service with a practical program for better management 
in government. 
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THE REST OF YOUR LIFE. By Leo Cherne. Doubleday, Doran and Company, 
Inc., Garden City, N. Y., 1944. 298 pages. $2.75. Citing facts and figures, Leo Cherne 
outlines here his conception of the postwar future of America. The subject matter ranges 
from fascinating specific facts to startling (and sometimes rash) predictions—from the 
future of the middle class to the gadgets that will go into prefabricated houses. 


ENOUGH AND TO SPARE: Mother Earth Can Nourish Every Man in Freedom. 
By Kirtley F. Mather. Harper & Brothers, New York, 1944. 186 pages. $2.00. A | 
leading American geologist surveys the resources of the earth and concludes that they 
are adequate to provide the basis for both freedom and security for all mankind. Pro- 
fessor Mather states that Malthus’ theory of population growth, which has frighterted 
mankind into warfare, has no basis in fact; and he shows that the earth’s non-renewable 
resources (coal, oil, iron, etc.) and its renewable resources (waterpower, etc.) are “enough 
and to spare” for this generation and generations to come. Progress in cooperation, he 
concludes, will determine man’s survival. 


TEAMWORK AND LABOR TURNOVER IN THE AIRCRAFT INDUSTRY 
OF SOUTHERN CALIFORNIA. By Elton Mayo and George F. F. Lombard. Bureau 
of Business Research, Graduate School of Business Administration, Harvard University, 
Soldiers Field, Boston 63, Mass., 1944. 32 pages. $1.00. This report of a study in the 
major aircraft plants of Southern California sets forth some of the methods which have 
proved effective in reducing absenteeism and labor turnover, and offers suggestions for 
future experimentation. The findings show that attention by management to worker 
morale is followed by an apparently spontaneous development of teamwork, diminished 
turnover and absenteeism, and improvement in the quality and quantity of work. 


OCCUPATIONAL PLANNING FOR TOMORROW. By Norbert F. Dougherty. 
Richard R. Smith, Publisher, New York, 1944. 155 pages. $2.75. This book scarcely lives 
up to its title, since it covers but a few aspects of the subject and is slanted largely toward 
executive personnel. Much of the material, particularly that dealing with intelligence 
and aptitude tests, is either highly generalized or limited in perspective, and will prove of 
little practical value to personnel men. 


THE READJUSTMENT OF MANPOWER IN INDUSTRY DURING THE 
TRANSITION FROM WAR TO PEACE. By Helen Baker. Industrial Relations 
Section, Department of Economics and Social Institutions, Princeton University, Prince- 
ton, N. J. 1944. 112 pages. $1.50. An excellent analysis of company programs and 
policies for the reallocation of manpower during the transitional and postwar periods. 
Based on a survey of approximately 100 representative concerns, the analysis discusses 
the organization and extent of company planning, transitional adjustments in the present © 
labor force, and the employment and reemployment of veterans. 


ADDRESSES AND PAPERS ON WAGE INCENTIVE PLANS AND 
LABOR-MANAGEMENT RELATIONSHIP. Management Consultant Division, War 
Production Board, Washington, D. C., 1944. A compilation of 14 papers and addresses 
by J. W. Nickerson, Director of the Management Consultant Division of the War | 
Production Board. Recommended reading. 


ARE YOU WRITING A BUSINESS HISTORY? By N. S. B. Gras. Bulletin 
of The Business Historical Society, October, 1944. Business Historical Society, Baker 
Library, Soldiers Field, Boston 63, Mass. 40 pages. Provides practical help to those 
engaged in writing the histories of individual companies or entire industries. 


TO MAKE JOBS MORE STEADY AND TO MAKE MORE STEADY JOBS. 
Webb Publishing Company, 10th and Minnesota Sts., St. Paul 2, Minn. $5.00. A col- 
lection of 109 case studies in employment stabilization. Averaging six pages each, these © 
cases exemplify a diversity of methods and techniques for regularizing employment. 
Originally issued in loose-leaf form under the sponsorship of the Minnesota American 
Legion Foundation. 


SYSTEMATIC WAGE ADMINISTRATION IN THE SOUTHERN CALI- 
FORNIA AIRCRAFT INDUSTRY. By Robert D. Gray. Industrial Relations Coun- 
selors, Inc., New York, 1943. 90 pages. $1.25. A case history of job analysis and 
evaluation as developed and applied by seven large companies in the Southern California 
aircraft industry. The program described substitutes a systematic scheme of wage admin- 
istration for the inconsistent and chaotic wage conditions that existed in the seven 
companies prior to the application of the plan. The study outlines successive steps in the 
development of the system and describes the merit-rating plans of the cooperating firms. 
Companies desiring to install and maintain wage and salary administration systems will 
find much interesting data in this brochure. 
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